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Whatever the nature and 
volume of your accounting 
problems there is a National 
Accounting Machine to help 
you solve them. 

Desk model machines to 
banish the bookkeeper’s pen 
from the smallest office, 
“Class 31’s’’ of unlimited 
versatility to take anything and 
everything in their stride, and 
a great variety of special 
purpose machines to cut costs 
for the largest corporations. 
May we demonstrate?- 


00%, = Tq 
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...and in-between accounting problems 





sales and Purchase Ledgers, 
Invoices, Statements, Cheques 
and Receipts, 

Payrolls, Stores Records 

an3 Controls . 

Job and Process Costing, 

and all kinds of accounting 


One of a number o: iow priced, front feed book- One of a number of highly automa 


records for all branches of 
keeping machines for all jobs where typewritten purpose accounting machines # 


« Commerce, Industry and Finance detail is not required dard typewriter unit (manual or ee 
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model bookkeeping One of the many multi-total postir 

smaller business nachines for front office accounting 

ch offices handling instalment, layby, hotel and bu 
society, etc accounts 














NATIONAL ACCOUNTING MACHINES %:, 


DIVISION OF THE NATIONAL CASH REGISTER CO. PTY. LTD. 
14-16 YORK STREET, SYDNEY 





SPEEDING THE ARITHMETIC OF 
BUSINESS 


The adaptation of ELECTRONIC TECHNIQUES to commercial and in- 
dustrial accounting (and industrial research) involves considerations of 
practical needs—-COST, SPACE, RELIABILITY, EASY SERVICING and 
perhaps most important of all—EASE OF OPERATION. 


To POWERS-SAMAS, who have been designing accounting machines for 
more than forty years, these familiar considerations are guiding prin- 
ciples. They have produced a compact, easily accommodated one-piece 
machine with a capacity that commerce needs at a price within most 
business budgets, robust and reliable and simplicity itself to operate. 


THE "EMP" ELECTRONIC CALCULATOR 


has a wide field of application to the arithmetical needs of business 
because in addition to multiplication, it carries out cross-addition and sub- 
traction and summarises the results of other calculations. 


It is a true office machine, designed for use with 


POWERS-SAMAS PUNCHED CARD 
EQUIPMENT . 


to bring electronic speed to accounting, costing and statistical procedures 
in industry, commerce and the public service. 


SPEED — 7200 AUTOMATICALLY CHECKED CALCULATIONS 
AN HOUR. 


Every Accounting Executive should make himself familiar with 
this calculating development. 


CONTACT : 


Kalamazoo (Aust.) Ltd. 


(An Entirely Australian Business) 


SYDNEY. NEWCASTLE. MELBOURNE. ADELAIDE. BRISBANE. 
BU 4571. B 1890. MU 5934. W 4197. B 3331. 
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Accountancy Instruction .. . 


IN CLASSES taught by co-operative teachers well qualified vepmemmmameed and 
by practical experience. 

All present classes are now filled and new students are being enrolled 
for the new term beginning on 8rd June, 1957, for the October, 1957, 
examinations conducted by the Institute of Chartered Accountants in Australia 
and by the Australian Society of Accountants. 

Students may enrol for special subjects only or for the complete course 
in either the full-time day classes or the evening classes. 

BY CORRESPONDENCE for students who prefer to prepare for their exam- 
inations by studying in the quiet comfort and convenience of their own homes. 
Correspondence students may enrol at any time and commence their studies 
immediately. 

IN INCOME TAX. Specially prepared texts in which the Income Tax legis- 
lation has been consolidated and annotated with authoritative explanations, 
illustrations and where appropriate, numerical examples, are available. Scores 
of students have expressed unqualified appreciation of the contribution these 
four volumes have made to their examination success. 

The price of the four volumes, without tutorial service, is £5/5/-, post free. 
IN QUICK REVISION through MODEL ANSWERS. The demand for the 
questions and the Answers to previous examination papers has been far greater 
than we anticipated. Consequently some editions are temporarily out of 
stock. The following are still available and orders will be supplied strictly 
in the order received. Please remit by money order, postal notes or by 
cheque if exchange is added (where necessary). 


Stage 1—Accounts and Auditing—October, 1956. 
: April, 1956. 
April, 1955. 
October, 1954. 
April, 1954. 
Stage 2—Company Law and Accounts—October, 1956. 
April, 1954. 
Stage 2—Commercial Law A and B (1 Vol.)—October, 1956. 
Stage 3—Advanced Accounts “A”—October, 1956. 
. April, 1956. 
Advanced Accounts “B”—October, 1956. 
April, 1956. 
Each of the above PRICE 5/- each, post free. 
Stage 2—Monetary Theory and Practice—October, 1956. 
April, 1956. 
April, 1955. 
October, 1954. 
April, 1954. 
Income Tax Law and Practice—October, 1956. 
April, 1956. 
October, 1955. 
April, 1955. 
Syllabus F, April, 1955. 
Syllabus F, October, 1954. 


Stage 3—Advanced Auditing—October, 1956. 
Each of the above PRICE 3/6d. each, post free. 


Full information covering our educational services 
gladly given free and without obligation upon request. 


A. E. SPECK Commercial College 


138 FLINDERS STREET, MELBOURNE, C.1. 
Phone: MF 4648 
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How Leading Companies 
“Grow Their Own” Executives 


from Promising Employees 


P MANAGEMENT of many companies is What Dale Carnegie Training Does 


faced with a shortage of available executives. Through 
gh tested educational and applied psycholog. 
They are searching within the ranks of their own 
organizations to groom promising employees for the a techiques, the Dale Camegie training bring 
step-up to executive stature. These companies find a the on af a scinlined — ** aan 4 
many successful employees who do their specific abilities and attitudes poh on for leadershi - 
jobs outstandingly—but lack the broader perspec- P. 


tive and leadership experience necessary to direct , ‘ . a 
projects or manage departments. Specifically, here’s what this training does fa 
promising employees: 


Proved Plan Offers Solutios Trains them for greater responsibility 


Many foresighted companies Rid find oS aew It helps develop the self-confidence they need to 
proach to this problem by “growing their own 4 < sm 

4 : handle problems outside their specialized field: 
executives through a successful, proved plan which : - a : 
often supplements their own training programmes stimulates their ambition to rise through the ranks 
for promising employees, This unique plan is the 
Dale Carnegie training for leadership. In the Trains them to express themselves clearly 
past 44 years, it has perfected remarkably effective It develops the ability to put their ideas into word 
techniques for developing qualified employees into ‘ ' ott Mak ead th 
executives. Thousands of companies in all kinds of 3 ei, SP ee ee ee ee eee 

vincingly. This skill alone can make the difference 


business are using this plan d4oday—over 138 of : 7 
them in Australia. between a man who is valuable only in a subordinate 


capacity and one who is qualified for leadership. 
A Survey Tells the Facts 
A survey of 76 industrial firms revealed that almost Gives them an understanding of others 
90% of employees who handled their own special It stimulates their desire to know about the interest 
jobs well did not advance to executive standing for and work of people in different departments. Thi 
these reasons: . broadens their grasp of a company's over 
* they lacked the confidence to assume broader operation. 
responsibility 
ov a net comune the wow - soem Trains them to work harmoniously with others 
a ves convincingly in conference and before ss hedies thein et clean baler vith people yee 
they had little perspective on the problems of more effectively with superiors, subordinates ad 
other departments customers. 


- Sea me Ge aign ff aw Trains their memory 


The qualifications for leadership that these men It develops their ability to remember names, facts 
lacked, but had potentially, are specifically the ones and figures so they are better qué@lified to mele 
that are developed by Dale Carnegie training. iatelligent decisions and solve problems. 


A revealing 40pp. handbook, “What the Dele Carnegie Course can de for you", analyses the 
shortcomings that hold capable men back from ad: t, and explains how the Dale Carnegie 
training can help them devel ity. 4 free copy is available te YOU . . . just 
write, call er telephone. No ‘obligation, of ‘esuree! 


DALE CARNEGIE INSTITUTE 


Effective Speech Human Relations —— Leadership Training 
SPONSOR IN AUSTRALASIA . . . HEMINGWAY ROBERTSON INSTITUTE 


122 Bank House . . . Bank Place . . . Melbourne 122 Barrack House . . 16 Barrack Street . . Syéo@ 
122 National Mutual Bldg., 293 Queen St., Brisbane 122 Shell House . . 170 North Terrace . Adelaide 
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EDITORIAL 











The Common Market and 
Australia 


ATE in 1956, the British Board of 
Trade conducted a survey among 
the largest trade associations of the 
United Kingdom, to test the reac- 
tions of British industry to the sug- 
gestion that Britain should partici- 
pate in the proposed European free 
trade area. 


British industry’s reaction to the 
proposal was generally favourable— 
“surprisingly favourable”, it has been 
said on more than one occasion. But 
it is really less surprising that Brit- 
ish industry—which grew up in an 
atmosphere of free trade—should 
favour participation, than that the 
scheme should have originated with 
a group of continental countries 
whose trade philosophy has always 
been vefy largely protectionist. 


The general project appears to 
have been developing on three levels. 
The first and earliest of these is 
Euratom, which is to provide for 
joint action in western Europe to 
develop nuclear power for use in in- 
dustry ; second is the free trade area, 
for the establishment of which some 
dozen or more European countries 
have been negotiating; and third is 
the common market, proposed to be 
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set up by the six so-called “Messina 
countries”—Italy, France, Western 
Germany, Belgium, the Netherlands 
and Luxembourg—between which all 
barriers on the-movement of goods, 
labour and currency are eventually to 
be eliminated. Agreement in prin- 
ciple on the common market has been 
reached surprisingly quickly, but the 
inevitable safeguards and reserva- 
tions have still to be worked out, and 
these of course will determine the 
ultimate effectiveness of the plan. 


It is interesting at present to 
speculate on the underlying motives 
of the common market proposal. If 
it is seen as a first step towards re- 
moval of the innumerable and com- 
plex barriers that the nations of the 
world have raised against the un- 
hampered movement of goods, people 
and money, then it must be ap- 
plauded. However, an outside obser- 
ver finds it difficult to avoid wonder- 
ing whether the common market will 
develop into a tight customs union, 
which will retain comparatively high 
protective devices against the rest of 
the world. 

Britain’s position in relation to the 
European free trade area, on the one 
hand, and in relation to the Common- 
wealth on the other hand, has already 
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been the subject of speculation and 
discussion. It is reported that the 
Australian government has already 
received assurances that there will be 
no changes in the present level of 
preferences on our exports of prim- 
ary products. Nevertheless, some 
ultimate rearrangement of the pat- 
tern of our trade with Britain and 
Europe must be expected. At least 
it will not be a rapid change. Present 
estimates suggest fifteen or twenty 
years before the plan for a European 
free trade area can be anything like 
ful'y implemented. 


However, the wider implication of 
the scheme should be recognised now 
by Australians. This is that the 
world is divided into natural geo. 
graphical areas, each of which is 
likely to tend towards economic self- 
sufficiency. The European proposals 
are but one manifestation of this 
logical tendency, and they underline 
the need for us to develop our own 
economic future in the area which 
we have been accustomed to call the 
Far East, but which we are gradu- 
ally learning to think of as the Near 
North.—H.W:S. 





Editorial Changes 


As mentioned if the February is- 
sue of The Australian Accountant, 
Mr. Harry W. Slater who has been 
editor of the journal for the past 
two years, has resigned. He has 
taken up an appointment as a mem- 
ber of the directing staff of the Aus- 
tralian Administration Staff College 
which is headed by Professor Sir 
Douglas Copland. 


Mr. Slater graduated as Bachelor 
of Commerce, Melbourne University 
in 1946 and during the following 
three years was assistant secretary 
to the 
Board. Following this, he estab- 
lished his own accountancy practice 
and continued in this capacity until 
he joined the staff of the Australian 
Society of Accountants as editor of 
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University Appointments | 


the Society’s journal and research 
officer. 

We are sure readers of The Aus- 
tralian Accountant will join with us 
in wishing Mr. Slater well in his 
new sphere. ; 

The position of editor of the 
Society’s journal has been filled by 
the appointment of Mr. Frank 6. 
Dickinson, who, for many years, 
was editor of The B.H.P. Review. 


As an executive of The Broken . 


Hill Proprietary’s publicity depart 
ment, Mr. Dickinson was closely a& 
sociated with the company’s activi- 
ties in the allied fields of publishing, 
public relations and advertising. He 
assumes the editorship of The Auw- 
tralian Accountant with the current 
issue. 
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INVESTMENT COMPANY PERFORMANCES 
For the Years 1945-6 to 1955-6 


ATIONAL prosperity, as enjoyed by Australians for 
the past decade or so, has helped to provide the man- 
in-the-street with the wherewithal to indulge in a little, 
more or less, share trading. To cater for the needs of 
those desiring to so invest, investment companies have 
been established and these companies have enjoyed con- 


siderable success. 


In the following article contributed by Keith G. Jones 
and F. K. Wright an illuminating comparison of the results 
obtained by two investment companies and a hypothetical 


investor is made. 


PERSON who wishes to invest 

money on the Stock Exchange 
has a choice of two broad policies: 
he may personally select, with or 
without the advice of a broker, a 
portfolio of securities; or he may 
purchase shares in an investment 
company or unit certificates in a unit 
trust, and leave the selection of a 
portfolio to the managers of the com- 
pany or trust. 

The advantage of selecting one’s 
own portfolio is that no management 
expenses are incurred. The broker 
must be paid his brokerage, of 
course, but then the investment com- 
pany or trust pays brokerage too: 
no-extra charge is made by the 
broker for his advice. 


_ What, then, are the advantages of 
investing through an _ investment 
company or trust? Two main argu- 
ments have been urged in favour of 
this course. The first is that it is the 
only way in which the small investor 
_ can spread his interest—and hence, 

his risk—over a wide range of com- 
panies. This would be a point of 
some importance to the very small 
investor who does not want to put all 
his eggs into one basket. But the 
Increasing popularity of the 5/- 
share, and the provision of odd-lot 
facilities, have enabled all but the 
smallest investors to have an interest 
lM several companies. In any case, 
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there are two sides to diversifica- 
tion: while it may prevent you from 
losing much money by bad selection, 
it also prevents you from making 
spectacular profits by good selection. 

The second argument is that the 
managers of the investment com- 
panies and trusts are skilled profes- 
sional investors who know what to 
buy, when to buy it, what to sell, and 
when to sell it, better than the aver- 
age investor. 

It was to test this last assertion 
that we undertook the study on 
which we are now reporting. 


Plan of Attack 

The study was planned from the 
point of view of a Victorian investor, 
partly because the authors reside in 
Melbourne, and partly because Vic- 
torian investment companies lend 
themselves to detailed study, owing 
to the high standards of disclosure 
required of them by the Victorian 
Companies Act. (These standards 
do not apply to investment unit 
trusts, about the operations of which 
little is published. They were, there- 
fore, not included in our investiga- 
tion.) 

We found it convenient to concen- 
trate on two Victorian investment 
companies having the same balanc- 
ing date, but entirely different 
management. These companies will 
be designated as “Company A” and 
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“Company B” respectively. The 
financial results of their operations 
were compared with the results that 
would have been obtained by a 
hypothetical investor with no special 
knowledge of investments or of mar- 
ket conditions. 


Our method of choosing a port- 
folio for our hypothetical investor 
was, of necessity, arbitrary. We 
were careful, however, to avoid what 
is colloquially known as “hindsight,” 
that is to say, the selection of shares 
in the light of what we now know 
to have been their subsequent record. 


The portfolio was selected by the 
application of the following three 
arbitrary rules: 


(1) Only ordinary shares were in- 

cluded. We excluded not only 
preference shares of all kinds, 
but also so-called “ordinary” 
shares which were subject to 
statutory limitation of divi- 
dends. 
We included all companies 
whose ordinary shares were 
valued by the market at £2 
million or more on June 30, 
1945; provided that ’ 

(3) those shares were traded on the 
Melbourne Stock Exchange at 
least twice during 1945. 


The 34 companies selected in this 
way will be referred to as the 
“market-leaders.” We assumed that 
the hypothetical investor held 
marketable parcels in these 34.com- 
panies, so as to give him an invest- 
ment of approximately £1,000 in 
each company, at the prices ruling 
on June 30, 1945. 





TABLE 1 


A list of the 34 companies, and 
details of holdings, are given in ap- 
pendix 1 on page 170. 

We further assumed that the only 
voluntary changes made by the in- 
vestor were the taking up of all 
“rights” to which he became entitled. 
(Involuntary changes resulted from 
merger or capital repayment by 
companies in which shares’ were 
held.) 

We decided to confine our compari- 
son to the eleven-year period from 
mid-1945 to mid-1956. We wanted 
to exclude the war years, and we 
considered that the post-war period 
of eleven years included a wide 
enough range of boom, recession and 
“normal” conditions to give invest- 
ment skill a chance to reveal itself. 


To make the results of the two in- 
vestment companies comparable 


with each other and with the results 
of our hypothetical investor, we re 
valued their assets at the prices rul- 
ing on June 30, 1945, and added the 
“profit” from this re-valuation to 


shareholders’ funds. The effect of 
this adjustment was to start the two 
companies and the investor from the 
same mark. (Whenever we refer te 
shareholders’ funds, in this paper, 
we mean the adjusted amount, not 
the published figure.) 

We used two measures of achieve 
ment: net earnings (published net 
profit), and net capital appreciation, 
each expressed as a percentage of 
average shareholders’ (or inves 
tors’) funds. “Net capital apprecia- 
tion” means the increase in the mar- 
ket value of investments, less the 
increase in the amount invested. 





NET INCOME AND NET CAPITAL APPRECIATION 


Expressed as per cent. per annum on average shareholders’ or investors’ 
funds. For the period from June 30, 1945 to June 30, 1956. 


SE terns dihles ate ae 
Se a rene 
Market leaders .. .. .. .. 
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Income 


Total 
Benefits 
11.19 
13.42 
10.35 


Net Capital 
Appreciation 
4.39 
6.37 
4.44 


6.80 
7.05 
5.91 
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TABLE 2 





NET INCOME AND NET CAPITAL APPRECIATION 
Expressed as per cent. per annum on investors’ funds. For the period 


from June 30, 1945 to June 30, 1956. 


cha lil a Ra ain 
27 other market leaders .. .. 


Income 


Total 
Benefits 


7.05 
11.11 


Net Capital 
- Appreciation 


2.15 
4.98 


4.92 
6.15 





34 market leaders .. 


5.91 4.44 10.35 





Results Summarised 


The results of our study are sum- 
marised in Table 1. 


Over the period of our study, one 
investment company did consider- 
ably better, and another slightly bet- 
ter, than an arbitrarily selected 
portfolio of market leaders; and this 
despite the fact that the investment 
companies had to meet management 
expenses and pay certain taxation. 


In the remainder of this report, 
we shall try to give a brief explana- 
tion of these results. 


Composition of Market Leader Port- 

folio 

Inspection of the market leader 
portfolio (details in appendix) 
shows it to be heavily weighted with 
banks: seven out of the 34 companies 
selected by our arbitrary rules were 
banks. Unfortunately, banks gave a 
_ low rate of return and a low rate of 

capital appreciation compared with 
mer market leaders, as Table 2 in- 
icates : 





TABLE 3 


It can be seen from this table that 
the abnormally heavy weight given 
to banks by our arbitrary selection 
procedure depressed the overall re- 
sult from our market leader port- 
folio. 

Similarly, it might be argued that 
our portfolio was too heavily loaded 
with breweries, which also showed 
low returns and poor capital appre- 
ciation, 

Table 3 indicates how the result 
from our market leader portfolio 
was depressed by the inclusion of 
five breweries. 

It is a fair inference that a market 
leader portfolio less* heavily loaded 
with overvalued bank and brewery 
shares would have done as well as, if 
not better than, Company A. It 
would not, however, have approached 
the performance of Company B. 

(Company A held from 5 to 7% 
of its investment in bank shares, but 
owned no brewery shares. Company 
B held a similar proportion in bank 





NET INCOME AND NET CAPITAL APPRECIATION 
Expressed as per cent. per annum on investors’ funds. For the period 


from June 30, 1945 to June 30, 1956. 


Five breweries .. es os 
22 other market leaders (exclud- 
Ing banks) .. .. . ee ale 
27 market leaders 
banks) .. .. .. .. 


(excluding 
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Income 


Total 
Benefits 


7.05 


Net Capital 
Appreciation 


4.80 2.23 


6.39 5.51 11.90 





6.13 4.98 11.11 
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shares, and 8 to 9% in brewery 
shares.) 


Timing of Investments 


One of the chief reasons for the 
better performance of Company B 
was the better timing of its invest- 
ments. During the _ twelve-year 
period 1945-57, both companies 
more than doubled their paid-up 
capital by making issues at par to 
. their shareholders. But whereas 
Company A’s issues were made in 
years of relatively high share prices, 
Company B’s issues took place in 
years of relatively low share prices. 
Consequently Company B was able 
to invest its funds on more favour- 
able terms than Company A, and 


thereby secured higher returns and 
better capital appreciation. 


Changes in Portfolio 

Changes in the composition of the 
portfolio are an important feature 
of investment management. The 
alert investor is always seeking to 
dispose of shares which are cur. 
rently over-valued in the market, and 
to acquire shares which are (in his 
opinion) under-valued. 

The rate of change in the composi- 
tion of Company A’s portfolio was, 
on average, about three times the 
rate of change of Company B. Since 
this greater rate of buying and sell 
ing did not result in higher income 
or greater capital appreciation for 
Company A, the additional broker- 





APPENDIX 1 


DETAILS OF HOLDINGS OF MARKET-LEADER ORDINARY SHARES AT 30TH 
JUNE, 1945 


Company 

(word Limited omitted) 
Amalgamated Wireless (Australasia) 
Associated Pulp and Paper Mills . 
Australasian Paper and Pulp Co. . 
Australian Consolidated Industries 
Bank of AmSUOIAGIR 2...) 5.) 200. 200, +05 
Bank of New South Wales 
British Tobacco Co. (Aust.) . 
Broken Hill aod Co. 
Broken Hill South 
Carlton Brewery . ce 
Castlemaine Perkins .... .... .... 
Colonial Sugar Refining Gus Ki 
Commercial Bank of Australia .... .. 
Commercial Banking Co. of Sydney . 
Drug Houses of Australia .. .. 
Dunlop Rubber Australia .... ... : 
Electrolytic Zine Co. of Australasia wf 
English, Scottish and Australian Bank . 
Felt and Textiles of Australia... .... . 
G. J. Coles & Co. : 
Goldsbrough Mort & Co. 
Henry Jones Cooperative . 
Herald & Weekly Times 
Howard Smith . 
Melbourne Cooperative Brewery Co. 
Myer Emporium .... 
National Bank of Australasia .... 
North Broken Hill . fae 
Swan Brewery Co. . 
Tooth & Co. 
Union Bank of Australia 
Woolworths .... orth 
Yarra Falls .... . 
Zine Corporation 
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Denomination No. of Shares 
of Share Held 

300 

600 


a 


i 


me 
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0 
0 
0 
0 
0 
0 
0 
0 
5 
0 
2 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
5 
5 
0 
0 
5 
0 
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age would seem to represent an un- 
necessary drain on the funds of 
Company A. This impression is 
strengthened by the fact that the 
market-leader portfolio, without any 
‘buying and selling, did almost as well 
as Company A over the eleven years. 

Detailed study of the changes in 
Company A’s portfolio further helps 
to explain why that company did not 
do as well as Company B. 

Among the industries which did 
particularly well during the boom 
culminating in 1951, and suffered 
sharply in the ensuing recession, 
four groups stand out: building and 
construction, automobiles, textiles, 
and wholesale and retail trading. 
During the boom years, Company A 
steadily increased its relative holding 
in those four groups (from 20% in 
1945 to 40% in 1951), at the ex- 
pense of more stable industries. 
Over the same period, Company A 
almost completely liquidated its hold- 
ing of base metal mining shares, 
which subsequently showed the most 
spectacular appreciation of all. The 
company would have done better if 
it had pursued the opposite of these 
policies. 


In contrast to this, Company B has 
varied the composition of its port- 
folio only slightly. Throughout the 
period under study, it had substan- 
tial holdings of brewery, base metal 
mining, and banking and insurance 
shares. 


Other Factors 

Other factors influencing the com- 
parative results of the two com- 
panies include the extent of sub- 
underwriting (which favoured Com- 
pany B), and the extent to which 
outside funds were used (which 
favoured Company A). Management 
expenses and taxation, in relation 
to shareholders’ funds, were 1.07% 
for Company A, and 1.29% for 
Company B. (Seé¢ appendix 2, be- 
low, for further details.) 

We feel, however, that these 
differences—which tended to cancel 
out—are of secondary importance, 
and do not merit extensive discus- 
sion here. Our main conclusion is 
sufficiently clear: A good investment 
company can do significantly better 
than an unskilled investor, but not 
all investment companies are equally 
good. : 





APPENDIX 2 
DETAILS OF PERFORMANCE OF INVESTMENT COMPANIES, 1945/6 To 1955/6 


Company 


Company 
“A ” “BR” 


Percentage of Shareholders’ Funds. 
Investment income from portion of investment portfolio 


financed by shareholders’ funds .... 


7.23 


Portion of total investment income from part of invest- 


ment portfolio financed by net outside liabilities ... . 1.32 


less interest paid ; 


Net gain from gearing ... ... - 


Investment income less interest 
less management expenses .... 


add underwriting commission . 


less taxation . 


Published Net Profit ... .... .... 
Net Capital Appreciation 


Total Benefits 
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Working Capital and the 


Vertical Balance Sheet 


By C. H. AIREY 


LMOST any text book will tell us 
that working capital is the differ- 
ence between current assets and cur- 
rent liabilities. Few, however, dis- 
cuss why the subtraction should be 
made at all. How to find the amount 
of working capital is one thing; what 
the concept signifies is quite another. 


Superficially, there might seem to 
be some symmetry between certain 
current liabilities and assets which 
invites us to deduct one from the 
other. Thus, “sundry  creditors’’ 
might be thought of as the “opposite” 
of “sundry debtors”, and “bank over- 
draft” the “opposite” of “cash at 
bank”. The difference between the 
latter pair might be described as net 
bank overdraft (or net cash at bank) ; 
but can any useful meaning be 
ascribed to the difference between* 
creditors and debtors? Still less can 
be got out of another pair of apparent 
opposites, namely “accruals” and 
“prepayments”. 

Further thought suggests that the 
true opposite of creditors is not debt- 
ors, but stock; the existence of credi- 
tors is probably due to stock piur- 
chases, but there the trail ends. No 
‘other pairings seem to mean any- 
thing. 

Why, then, should the total of cur- 
rent liabilities be paired with the 
total of current assets? 


Perusal of a “vertical” or “modern” 
balance sheet gives a clue. The form 
of the accounting equation on which 
such a balance sheet is based is: 
“Proprietors’ funds” equals “work- 
ing capital” plus “fixed assets”. This 
suggests a better definition of work- 
ing capital than the usual one, for it 
shows that working capital is that 
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part of proprietors’ funds which is 
invested in current assets. Of course, 
it is still equal to current assets 
minus current liabilities, but the lat- 
ter formulation may now be regarded 
as a quick way of finding the amount 
of working capital, rather than as an 
explanation of what it means. 


For simplicity, it has so far been 
assumed that there are no long-term 
liabilities. If there are any such, the 
above suggested definition becomes 
slightly more complicated, as we have 
to substitute for proprietors’ funds 
some more involved: expression, such 
as: “funds invested by proprietors 
and long-term creditors.” Perhaps 
the phrase “long-term funds’’ will be 
sufficiently clear. 


Long-term funds, then, may b 
used in two ways; that is, they may 
be invested either in fixed (including 
intangible) assets or in_ current 
assets. That part which is invested 
in the latter manner is called working 
capital. 


As indicated above, this way of 
looking at the concept of working 
capital was suggested to the present 
writer by the so-called “modern” bal- 
ance sheet form. This type of bal- 
ance sheet clearly conveys the ides 
when there are no long-term liabili- 
ties; but when such liabilities exist, 
they are frequently presented in 4 
manner which seems to deny them 
any part in the generation of work- 
ing capital. That is to say, they ar 
shown as deductions from assets Il 
stead of as components of invested 
funds. 


This method of presentation takes 
more than one form. Sometimes 
long-term liabilities are dedu 
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It's the quickest way of writing a cheque — 
with duplicates for recording purposes. 
When you're racing the clock, at the end of 
| the month, or at dividend-paying-time . . . 
don't RUSH . . . duplitype your cheques 
on Continuous Stationery. The Duplityper 
is quickly and easily attached to any 
standard typewriter . . . to resume normal 
correspondence, just push back 
the paper holder. 
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Your Card Indexing Records 
in two square feet of space 


@ Accommodates up to 22,000 record cards. 

@ Drawers run on Roller Suspension Arms. 

@ Eliminates need for many small cabinets, but costs 
no more. 

@ Fire-resistant throughout. 

@ Each drawer holds two rows of cards 22 ins. long. 

This handsome, fire-resistant, steel filing cabinet provides a 

centralised filing system in the minimum space, at no more cost 

than a multiple cabinet system. Imagine—up to 22,000 cards 

filed ready for immediate reference, in an area only two feet 

square. 
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~ CONGRATULATIONS 
TO PRIZE WINNERS 


In the April, 1956 examinations TWO OF THE THREE prizes of 25 guineas 
awarded by the N.S.W. Public Accountants Registration Board for First 
places in Accounting and Auditing subjects went to candidates presented by 
METROPOLITAN ACCOUNTANCY COLLEGE. 

STAGE 1 ACCOUNTS AND AUDITING—G. E. TYERMAN. 

(Mr. Tyerman, with no previous study of accountancy or 

bookkeeping, achieved this success in the record time of 

FOUR MONTHS from enrolment. M.A.C. students J. Wood- 

cock and J. R. Hayes filled seeond and third places.) 

ADVANCED ACCOUNTS—G. F. E. OSGOOD (Aeq). 

(M.A.C. student J. C. O’Connor filled third place (aeq.). No 

second place granted.) 
Enrol NOW for May 1957 examinations. Fees quoted for part courses or 
single subjects. Begin individual tuition AT ANY TIME. Revisionary lectures 
and tests commence in February. 


PERSONAL — SEMI-PERSONAL — POSTAL TUITION 


METROPOLITAN ACCOUNTANCY COLLEGE 


Director of Studies: L. Stewart Johnstone, B.A., A.C.LS. 
(A DIVISION OF METROPOLITAN BUSINESS COLLEGE. Estd. 1895) 
Summerhayes House © 6 Dalley Street, Sydney © BX 5921 
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from the sub-total of fixed assets. 
Apparently this procedure is re- 
garded as the analogue of the deduc- 
tion of current liabilities from cur- 
rent assets to give working capital. 
Alternatively, the deduction is made 
from the total of fixed assets and 
working capital, giving a net figure 
which seems to have no meaning in 


its own right, but which happens, by 
arithmetical necessity, to be equal to 
proprietors’ funds. 

It is submitted that to treat long- 
term liabilities as deductions in any 
manner is to be regretted, and that 
it is far more informative to show 
them as part of the total funds em- 
ployed as explained above. 





Letters to the Editor 


Commenting on the article “Es- 
timates, Costs and Appraisals 
in the Construction Industry”, 
by J. D. Seyfort, F.A.S.A., 
which appeared in the Feb- 
ruary, 1957, issue of “The 
Australian Accountant” Mr. 
VINCENT DOYLE, A.A.S.A., of 
Hamilton, Queensland, has the 
following to say:— 


Other than the elementary cleri- 
cal work of translating quantities of 
man and machine hours’ and 
materials into pounds at yearly 
changing prices, costing of construc- 
tion work is not an accountancy op- 
eration. 

Costing in this particular sense 
means the discovery of how many 
man and machine hours, what quan- 
tities of materials are consumed by 
the various units of construction, 
eg., cubic yards of excavation, tons 
of steel, square yards of painting; 
or subdivisions of those units, e.g., 
(a) mixing concrete (b) transport- 
ing concrete (c) placing concrete in 
forms. ‘ 


Such costing is reputed to have 
originated with Scottish engineers in 
the Clyde ship construction industry. 
Civil ingenuity as it branches away 
from its sire, military engineering, 
gradually adopted the practices of 
the Scottish engineers. An accoun- 
tant could not tolerate the inac- 
curacies of the slide rule beyond the 
third decimal. 


Also the cost of costing can be 
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made prohibitive by the exact men- 
tality which the practice of accoun- 
tancy requires. Pioneers in manage- 
ment engineering, Gilbreth, Dane, 
Gillette and others emphasise that 
reaction. 

Costing’s purpose is primarily to 
have available reliable estimating 
data for tendering. ' 

Thereafter it serves in production 
management in the compilation of a 
time or target chart and the pilot- 
ing of the job to that chart. It also 
serves for determination of bonuses 
and for comparison of the cost in 
man and machine hours between ex- 
isting and new methods. Time and 
motion study—re-subdivisions of 
operations—serve this facet of cost- 
ing. 

Generally speaking, architects are 
neither estimators nor appraisers, 
nor are accountants qualified to ap- 
praise. The arriving at the value 
of work proposed, partially or fully 
complete, is the field of the quan- 
tity surveyor. He knows the market 
value of the various units of con- 
struction comprised by a structure. 

The accountant can no more than 
certify that the costs claimed are 
supported by the accountant’s re- 
cords. Whether or not the costs are 
inflated beyond market values, by 
mismanagement of field operations 
in short, appraisal, is the something 
on which the accountant, judge, 
architect, taxation assessor must 
consult the quantity surveyor or ex- 
perienced estimator. 
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AUSTRALIAN SOCIETY OF 
ACCOUNTANTS 





veatise oe 


The General Council has decided to recognise the 
production of meritorious works on accountancy 








by the awards periodically of a gold medal suitably 


inscribed and mounted. 





The object of the award is to encourage members of the 
Society to undertake research on accountancy problems which 
will have beneficial results for the accountancy profession, 
both in Australia and elsewhere. It is hoped that the award 
will encourage the publication of valuable material of Auw- 
tralian origin and also publicise the work of the Society. 

Competitions previously conducted in Australia were fully 
justified by the publication of works of outstanding merit 
and great value to the profession, i.e. “Cost Accounting” by 
L. A. Schumer and “Philosophy of Accounting” by L. Gold- 
berg. The success of the present scheme will be assured if 
treatises of an equally high standard are produced by members. 

It is intended that the award now contemplated will become 
a regular feature of the Socicty’s activities. The periods to 
be covered by the first and subsequent awards are indicated 
on the facing page. 





NOTE: To be eligible for consideration for the first 
award, unpublished works should be submitted to 
the General Registrar (Mr. C. W. Andersen), 37 
Queen Street, Melbourne, not later than September 
30, 1957. 
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Australian Society of Accountants Treatise Award. 


CONDITIONS OF THE AWARD. 


1. Nature of Award 

The award will be known as “The Aus- 
tralian Society of Accountants Treatise 
Award”. It will consist of a mounted gold 
medal and a citation. Where the award 
is made to joint authors each will receive 
a medal and a citation. The General 
Council reserves the right to withhold the 
award if the Committee of Award should 
be of the opinion that no treatise sub- 
mitted comes up to the standard of its 
fequirements. 


2. Eligibility 
The award will be open to all members 
of the Australian Society of Accountants. 


To be eligible for the award treatises should - 


be: 

(a) in the case of published works, the 
first edition of any work whose first 
publication has been in Australia; 

{b) in the case of unpublished works, the 

works of author(s) which have not 
been submitted for publication out- 
side Australia. 
For the first award, entries of unpub- 
lished works should be submitted , for 
consideration not later than September 
30, 1957. 


3. Scope and Length 
No limit is placed on the scope and 
fength of treatises submitted. 


4. Copyright 

The General Council of the Society 
shall have the right to publish in a pub- 
lication of the Society, but with acknow- 
ledgment of authorship, the whole or any 
part of a successful treatise which has not 
been published at the date of the award. 
Such publication shall not be deemed to be 
an infringement of the copyright, which 
shall remain the property of the author. 


5. Judges 


Awards will be made on the advice of a 
Committee of Award consisting of three 
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persons appointed by the General Council 
of the Society on the recommendation of 
the Central Accounting Research Com- 
mittee. The decisions of the Committee of 
Award shall be final. An award will not 
be made if the Committee is of the opinion 
that no treatise is of sufficient merit to 
justify it. 


6. Basis of Award 


The award will be made primarily on 
the subject matter of the treatises sub- 
mitted, but the Committee of Award will 
also be empowered to take into considera- 
tion originality of treatment, layout, 
literary style and general utility. 


7. Mechanical Requirements 


All unpublished treatises must be typed 
on foolscap sized paper, double spaced, with 
left hand margin. 


8. Facsimile Reproduction 


The publisher and author of the win- 
ning treatise will have the right to re- 
produce a facsimile of the medal, accom- 
panied by prescribed wording referring to 
the award, in publishers’ advertisements 
and in later editions (if the works have 
already been published) of the | prize- 
winning treatise. 


9. First Award 


The first award will be made in respect 
of the five years ended 30 September, 1957, 
ie. in the case of published material for 
works published during this period; and 
in the case of unpublished material for 
works submitted for consideration during 


this period. 
10. Subsequent Awards 


Later awards will be made in respect 
of each subsequent three-year period, i.e. 
the second award will be for the three- 
year period from October 1, 1957, to 
September 30, 1960. 





TAXATION REVIEW 


R. E. O’NEILL, F.A.S.A, 


Questions and Answers in Parliament 


Land Tax 

Mr. DRUMMOND (New England, 
N.S.W.)—Has the attention of the 
Treasurer been drawn to the pro- 
posal of the New South Wales Gov- 
ernment to impose a land tax upon 
certain lands? As there is a certain 
lack of knowledge on the part of the 
public as to the effect of this in re- 
spect of Federal taxation, can the 
right honourable gentleman inform 
the House whether the tax in ques- 
tion will be considered as a deduc- 
tion for the purpose of Federal taxa- 
tion? 

Sirk ARTHUR FADDEN—As the law 
stands at present, all taxes paid to a 
State or otherwise are allowable de- 
ductions for Federal taxation pur- 
poses and, consequently, any land 
tax paid under State legislation 
would be an allowable deduction. 

(September 5, 1956.) 


New Shearing Tables 

Mr. FAIRBAIRN (Farrer, N.S.W.) 
asked the Treasurer, upon notice— 
1. Has he yet had an opportunity 
of inspecting and seeing demon- 
strated any of the new wool tables 
used for shearing? 
2. Would the rapid introduction of 
these machines be of great advan- 
tage to the pastoral industry by 
making it possible for unskilled 
people to shear quickly and well 
while reducing the manual exertion 
required? 
3. If so, will he consider allowing 
primary producers to deduct the en- 
tire expense of purchasing wool 
tables in the year in which they are 
purchased, as in the case of money 
expended on water conservation, in- 
stead of over a period of five years 
as at present? 
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Str ARTHUR FADDEN—The an. 
swers to the honourable member's 
questions are as follows— 

1. No. , 

2. I have read the publicity relating 
to these machines and understand 
that woolgrowers have shown great 
interest in. them. 

3. Consideration will be given to 
this matter, but as the wool tables 
would appear to form part of the 
general shearing plant of the wool 
grower, difficulty may be experi- 
enced in making a distinction be 


. tween expenditure on the tables and 


on other items of plant owned and 
used by the woolgrower. 


(June 22, 1956.) 


Students Paying Own Education 

Expenses 

Mr. CoPpeE (Watson, N.S.W.)—I 
ask the Treasurer whether it is 
fact that it is the policy of the Gov- 
ernment to encourage young people 
to take up studies at universities and 
technical schools as a major contri- 
bution to the future welfare of Aus 
tralia. If the answer is in the af- 
firmative, will the right honourable 
gentleman consider exempting for 
income tax assessment purposes, 
money expended in purchasing books 
and other necessaries for the pul- 
suance of their studies? 

Sm ARTHUR FADDEN—This Gov- 
ernment has given practical co 
sideration and valuable concessions 
to students for travel, dues, fees and 
books, and it was the first Common- 
wealth Government to do so. I am 
afraid that nothing further can 
done in that direction in the gen 
scheme of things. 

(March 14, 1956.) 
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FOR THE FIRST TIME: 





A Book on The Most Significant Development im 
Modern Accounting Practice 


DIRECT COSTING 


Austin Donnelly 
A.A,.S.A., A.C.A.A., A.C.LS. 
(Author of: The Practice of Public Accounting 
Profitable Business Writing 
Guide to Business Management) 


The aim of this book is to provide for the 

first time a full-length treatment of Direct 

Costing. Though there have been many 

thoughtful, stimulating articles -on the 

subject in various accounting journals, 
most accountants have found a need for 

a more fundamental exposition—a treat- 

ment that deals with the important prac- 

tical aspects of this subject against a 

background of the basis of the direct cost- 

ing concept. 

Special Features: 

e@ The author has made a special study 
of this subject over the last few years. 
His booklet on Direct Costing was 
awarded the annual prize of the Aus- 
tralasian Institute of Cost Accountants 
as the best contribution to the Cost 
Bulletin. 

As well as clearly explaining what 
direct costing is, and its advantages 
and disadvantages, it shows how the 
concept can be applied, how it can 
answer vital management questions, 
how it can be used for more effective 
cost control. 

Whether you are in a large business 
with complex accounting systems or a 
small concern with simple practices, 
Donnelly’s Direct Costing can help you 
to get better results more peg no 
more effectively, and at lower cost from 
your accounting. 

In addition to its use by accountin 
executives, - public accountants an 
advanced accounting students, this 
book has much to offer managers and 
non-accounting executives—because of 
its treatment of the effect of volume 
on costs, planning for greater profits 
and other management topics. 

The text is written in the same concise, 
clear, easy-to-read style which has 
made the author’s other books so popu- 
lar. Its down-to-earth approach makes 
every aspect of the subject clear to 
readers 
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Income Tax Payers 

SENATOR KENNELLY (Vic.) asked 
the Minister representing the Treas- 
urer, upon notice— 

1. How many people filed income 
tax returns in the last year for 
which complete figures are avail- 
able? 

2. What percentage of these people 
derived income solely from wages or 
salaries (i.e., personal exertion) ? 
8. How many people derive an an- 
nual income from dividends or in- 
terest of (a) £100-£500, (b) £500- 
£1,000, (c)  £1,000-£5,000, (d) 
£5,000-£10,000, and (e) £10,000 or 
over? 

SENATOR SPOONER—The following 
information has been received from 
the Treasurer— 

1. For the income year 1953-54, 
the last year for which complete 
figures are available, 4,027,077 in- 
dividuals lodged income tax returns. 
2. Statistics are not maintained of 
the number of those individuals who 
derived income solely from salary or 


wages. However, of the individuals 
who received assessments on 1953-54 
income by September 30, 1955, 78.25 
per cent. were taxpayers who de- 
rived income from salary and wages 
only or income from salary and 
wages and income from property 
sources of less than £100. 


3. No information is available as to 
the number of persons deriving an 
annual income from dividends or in- 
terest within the ranges stated. 
However, the number of taxpayers 
deriving income from _ property 
sources only (i.e., interest, rent and 
dividends) in the 1953-54 income 
year was as follows:— 

Number of 


Taxpayers 
38,592 


Grade of Income 
ee eg sree 
ae ee oe 20,685 
1,001- 5,000 ae ate ; 14,607 
5,001-10,000 . sd 812 
10,001 and over .... . ; So 258 


74,954 


(October 16, 1956.) 





SALES TAX 
Exclusion of Freight from the Taxable Sale 


Value of Goods 


Ever since the inception of the 
sales tax in 1930, the successive gov- 
ernments have been urged by vari- 
ous persons and organisations to 
amend the law so as to exclude 
freight from the taxable sale value 
of goods. Last May, Senator Spooner, 
Minister for National Development, 
made an important and comprehen- 
sive statement setting out the official 
views in support of the conclusion 
reached over the years that it is im- 
practicable to give effect to the pro- 
posal. The statement, ewhich was 
prepared for Senator Spooner by the 
Commonwealth Treasurer, is as fol- 
ows. 
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High Court Decision 

The sales tax law does not tax 
freight as such. The tax is payable, 
in respect of goods sold by wholesale 
in Australia, upon “the amount for 
which the goods are sold’’, and there 
is no authority in the law to exclude 
any of the costs which enter into and 
form part of the sale price. There 
are good reasons why this should 
be so. This was emphasized by 
Starke J. in his judgment in the 
case of Commonwealth Quarries 
(Footscray) Proprietary Limited v. 
The Federal Commissioner of Tax- 
ation (1938), 59 C.L.R. 111. That 


177 





company sold crushed stone for 
which it quoted, to its customers, 
prices including cost of delivery to 
the purchaser. The High Court held 
that the sale value upon which tax 
was payable was the price actually 
charged, including the cost’ of de- 
livery. In his judgment Starke J. 
said— 
“If sales and purchases are made, 
as here, for one inclusive price, 
that is the amount for which the 
goods are sold. 
“The act for obvious reasons of 
convenience and certainty takes 
that sum as the amount upon 
which sales tax shall be levied, 
and is not concerned with the vari- 
ous items of cost, labour and ex- 
penditure which are elements in 
the sale value.” 


Board of Review Decision 


The question of freight as part of 
the sale value of goods was raised 
again later, before the Board of Re- 
view, in the case of a soap manufac- 
turing company which had its main 
factories in Sydney and Newcastle 
but also maintained three country de- 
pots from which it supplied retailers 
in the vicinity. Some of the soap in 
stock at these depots was manufac- 
tured there, and other soap was de- 
livered to the depots by rail from 
the company’s factories at Sydney 
and Newcastle. 


Retailers who purchased soap sup- 
plied by the company from country 
depots were supplied with two in- 
voices, showing, respectively— 

(a) the list price of the goods 
f.o.r. or f.o.w. Sydney or New- 
castle; and 

(b) a “freight” charge, including 
an amount purporting to repre- 
sent freight from Sydney (or 
Newcastle) to the country de- 
pot. 


The company contended that it 
entered into two distinct contracts 
with retailers—one contract to 
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supply soap at list price, and a sep- 
arate contract to reimburse the com- 
pany in respect of freight charges, 
The Board upheld the view of the 
department that it was inconsistent 
with the facts to claim that soap 
which was held at a country depot, 
and may even have been manufac. 
tured there was sold f.o.b. or f.o.w. 
Sydney or Newcastle when it was 
never intended that the property in 
the soap should pass at Sydney or 
Newcastle. It was considered that the 
property in the soap did not pass 
to the retailer until the soap had ar- 
rived at the agreed point for de 
livery—the country railway siding— 
unless the retailer carried on busi- 
ness in the town in which the depot 
was situated, in which event the com- 
pany would deliver the goods into 
the retailer’s store. The Board held 
that tax was payable upon the full 
charge for the goods _ including 
freight (11 C.T.B.R. Case 123). 
[For other Board of Review decisions rele- 
vant to the problem see 3 C.T.B.R. (N.S) 


Case 49; 14 C.T.B.R. Case 64 and 18 
C.T.B.R. Case 67.—Ed.] 


Commonwealth Committee against 
Exclusion 


In view of the persistent requests 
made from time to time for ex- 
clusion of freight charges from the 
incidence of sales tax, my colleague, 
the Treasurer, referred to the Com- 
monwealth Committee on Taxation 
the question of the desirability of 
amending the Sales Tax Assessment 
Acts so as te allow the exemption 
from sales tax in respect of all 
charges for — included in the 
sale price of taxable goods. 

The report of the committee was 
furnished on August 19, 1953, and 
it has been available to honourable 
senators in printed form, since that 
date. The committee found itself 
unable to recommend any departure 
from the present basis of sales tax 
in this regard. The committee ex- 
pressed itself as follows:— 
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“From its examination of the sub- 
ject matter, the committee is satis- 
fied that theoretical equity is vir- 
tually unobtainable. It is funda- 
mental that sales tax should be 
simple enough in form to be col- 
lected economically, and, to this 
end, a small measure of equity 
might be sacrified. In the opinion 
of the committee, the present basis 
of the tax is a reasonable com- 
promise.” 


Position in Other Countries 


It has been suggested that the 
sales tax in other countries does not 
fall on charges for freight. This is 
definitely not the case in the United 
Kingdom. On the contrary the law 
relating to the Purchase Tax speci- 
fically provides that in any case 
where freight is excluded from the 
sale price, as for example, in the 
case of a sale f.o.r., the value upon 
which tax shall be charged shall in- 
clude the cost of freight. 


Canada changed over from a 
manufacturers’ and wholesalers’ tax 
to a manufacturers’ tax but ap- 
parently has not found that the 
change solved the difficulties of dif- 
ferential values. In certain cases, 
even in their changed system, tax 
still falls on freight charges as part 
of the sale price, whilst other disad- 
vantages have arisen. 


_A significant fact is that Canada 


is still seeking a solution for the - 


problem of differential sale values 
and recently sponsored a visit to 
Australia by the members of a com- 
mittee appointed to advise the Gov- 
ernment on sales tax problems. It 
was apparent from the comments of 
the members of this committee that 
in their view such inequities as were 
encountered in the Australian sales 
tax system were less important than 
the problems arising under the pre- 
sent Canadian system. . 


It is clear that the Canadian 
scheme lends itself to a “snow-ball- 
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ing” of tax to a greater extent than 
the Australian tax, because of the 
levy being paid as a general rule, 
by manufacturers and the whole- 
salers adding their profit on the tax, 
as well as the retailers by whom the 
goods are subsequently sold. Further 
a to this aspect will be made 
ater. 


Tax Avoided where Retailer Bought 
f.o.b. 


It is a fact that under the Aus- 
tralian scheme a city wholesaler who 
sells goods to a country retailer or 
consumer, or to a retailer or con- 
sumer in another State, may so ar- 
range the transaction that tax will 
not be payable upon the cost of 
freight from the vendor to the pur- 
chaser. This is achieved where the 
goods are sold on an f.o.b. or f.o.r. 
basis and property in the goods 
passes to the purchaser when the 
goods are placed on the ship or train. 
The freight cost is then the respon- 
sibility of the purchaser. 


A wholesaler, however, is not in 
a position to exclude, from the tax- 
able sale value of goods sold by him, 
the freight costs incurred in getting 
the goods to his store. He is ob- 
liged to pay tax upon his sale price 
which normally covers all his costs 
including inward freight. This is 
the type of case which has led to the 
complaints which have been made by 
wholesalers from time to time. It 
should not be assumed that retailers 
buy goods on an f.o.b. or f.o.r. basis 
merely to gain a sales tax advantage. 
This was a common basis of pur- 
chase before the sales tax came into 
existence. In buying on this basis, 
the retailer in fact, accepts certain 
disadvantages, in that the risk of 
loss, theft or damage during transit 
falls upon him instead of remaining 
with the vendor until the goods are 
delivered. Probably the retailer is 
able to secure a more favourable pur- 
chase price by accepting these dis- 
advantages. 
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Possible Remedies 

The problem affects goods pur- 
chased by country wholesalers for 
sale to retailers in rural areas, as 
well as the large quantities of goods 
which are sold by manufacturers in 
one State to wholesalers in another 
State. 

Amendment of the law would be 
necessary to remove the cause of 
complaint. The amendment would 
evidently need to be in one or other 
of the following forms :— 

(a) an amendment of the sale 
value provisions of the Sales 
Tax Assessment Acts, expressly 
to exclude freight costs from 
the sale value upon which tax 
is payable; or 

(b) the repeal of the existing 
legislation and the substitution 
of a tax payable at the point of 
importation in respect of im- 
ported goods, and upon sales, by 
manufacturers only, of goods 
made in Australia. 


Amendment to Exclude Freight from 
Sale Value 


In considering the first of these al- 
ternatives, namely, to provide for the 
exclusion of freight from taxable 
sales values, it is necessary firstly to 
determine precisely the limits within 
which freight costs would be ex- 
cluded. Freight costs can arise in 
various ways— 

(a) the cost of freighting fully 
manufactured goods from over- 
seas countries to Australia; 

(b) the cost of freighting raw 
materials and aids to manufac- 
ture from their various sources 
into the factory of an Aus- 
tralian manufacturer; 

(c) the cost of freighting the 
goods made by that manufac- 
turer to the stores of whole- 
salers who buy his goods; and 

(d) the cost of freighting the 
goods from the wholesaler’s pre- 
mises to the retailer or con- 
sumer who purchases them. 


If freight costs on imported goods 
were to be excluded, the effect would 
be so substantial that the imported 
goods might gain such a competitive 
advantage over like goods of Aus- 
tralian production as to force them 
off the market, unless there were a 
corresponding adjustment of the 
protective tariff. 


As regards freight costs on a 
manufacturer’s raw materials and 
aids to manufacture, where the 
goods are sold by the manufacturer 
to a wholesaler and the latter is 
liable to pay tax on his sales, the 
wholesaler would obviously have no 
knowledge whatever of the amounts 
of the freight costs borne by the 
manufacturer, and it would be quite 
impossible for him to allow any de- 
duction of those amounts from his 
sale prices of goods to determine the 
value upon which tax should be 
charged by him. 


It appears, therefore,. that the 
amendment would have to be limited 
to excluding, from the taxable sale 
value of goods sold by wholesalers, 
the costs incurred in Australia in get- 
ting the goods into the wholesaler’s 
store, from the point of importation 
or the place of manufacture of those 
goods. It is considered that whole- 
salers generally would be strongly 
opposed to any such requirement. 


It has been represented by many 
persons and organizations that per- 
sons liable to pay sales tax are al- 
ready over-burdened with the work 
of classifying goods according to the 
different rates in operation, caleu- 
lating the tax and compiling sales 
tax returns. Many of them would 
not be slow to express their resent- 
ment if the law placed upon them the 
added obligation of excluding freight 
costs from their taxable sale values. 


Special records would need to be 
kept of the freight involved in re 
spect of edch consignment of goods 
purchased by them, and each parcel 
of goods sold by them would have 
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to be identified with a particular 
consignment and a calculation made 
of the proportion of freight applic- 
able to the rticular goods sold. 
Some wholéeSale merchants might 
have to make special inquiries of the 
manufacturers from whom _ they 
have bought goods before they could 
determine what amounts of freight 
had been paid. In practice, it is 
thought that many merchants would 
decline to go to all this trouble and 
would simply pay and charge tax on 
their full sale prices, “for obvious 
reasons of convenience and cer- 
tainty’—to quote again the apt 
comment of Starke J. 

It has been concluded, therefore, 
that it is not a practical proposition 
to amend the sales tax laws merely 
to exclude freight from the sale 
value. All that can be said for the 
proposition is that purchasers of 
goods from wholesalers would bear 
tax on a somewhat lower sales price. 
Against the proposition are the fol- 
lowing considerations :— 

(a) The gain would be offset by 
the increased rates of tax which 
would have to be imposed if the 
existing level of revenue is to 
be maintained; 

{b) wholesalers generally would 
be opposed to being burdened 
with the obligation to keep 
special records of freight costs 
and to calculate the appropriate 
deduction on each sale; 

{c) the present system of taxing 
the actual sale price is prefer- 
able, to taxpayers and the ad- 
ministration alike, on grounds 
of simplicity, certainty and con- 
venience; and 

(d) allowance of -the concession 
would be likely to lead to re- 
quests for exclusion of other 
elements of cost. 


Substitution of Manufacturers’ Tax 


Consideration may next be given 
to the alternative of repealing the 
existing legislation and_ substitut- 
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ing a tax payable at the point of im- 
portation in respect of imported 
goods, and upon sales, by manufac- 
turers only, of goods made in Aus- 
tralia. 

At present, tax on imported goods 


.is payable at the point of importa- 


tion by retailers and consumers only. 
The tax is calculated upon a statu- 
tory sale value which is the sum of 
the value for duty, and the duty, 
plus 20 per cent. of that sum. The 
addition of 20 per cent. is made 
with the object of increasing the 
landed cost by an amount intended 
to represent a wholesaler’s margin 
of profit. 

Under the existing law, whole- 
salers who import goods for sale by 
wholesale obtain the goods through 
the custorms free of sales tax, by 
quotation of certificate, and subse- 
quently pay tax upon their sales of 
the goods. Under the proposed 
amendment, wholesalers would pay 
tax on imported goods at the cus- 
toms, in the same way as retailers, 
and would not pay on their sales. 
Similarly, wholesalers who sell goods 
of Australian manufacture would 
cease to be liable to furnish returns 
and pay tax on their sales of those 
goods. The tax on these goods 
would be paid exclusively by the 
manufacturers of the goods. 

Conversion of the tax to a manu- 
facturers’ tax would have adverse 
effects with regard to the implemen- 
tation of those exemptions which are 
conditional upon the goods being 
sold for use by particular organisa- 
tions or for particular purposes. For 
example, many classes of goods are 
exempt only wheh they are sold for 
use for agricultural purposes. Raw 
materials are free of tax when 
sold to manufacturers. Goods for 
the use of government departments, 
non-profit hospitals, public benevo- 
lent institutions and certain other 
organisations are exempt from tax. 
These exemptions are readily secured 
when the goods are purchased by 
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the buyer who is entitled to exemp- 
tion direct from manufacturers or 
wholesalers who have _ tax-free 
stocks. If wholesalers’ stocks are to 
be tax-paid stocks, there will be 
practical difficulties in securing tax 
adjustments and these difficulties 
could cause a partial failure of the 
exemptions system. 


The strongest criticism of the pro- 
posal springs from the practical cer- 
tainty that its adoption would not, 
in fact, bring any real benefits to the 
country or interstate buyers, for 
whom the change is sought. On the 
contrary it would be likely to be to 
their ultimate disadvantage. Sales 
taxes in many parts of the world 
have been criticised for what is 
called their “snow-balling” effect, 
which arises from the fact that, in 
the normal course of business, each 
trader not unnaturally seeks his 
margin of profit on his whole outlay 
for goods, including the sales ‘tax. 


One of the few recommendations for’ 


a retail turnover tax is that, as the 
tax falls on the last sale by a re- 
— there is no “snow-balling” ef- 
ect. 


The converse occurs in the case of 
a tax which is payable at the point 
of importation or manufacture. The 
wholesaler has to bear tax when he 
obtains his stock of goods. When he 
sells the goods, he applies his mark- 
up to his total outlay, including the 
tax, and he thus takes his profit on 
the amount of the tax. Later the re- 
tailer does the same, so that when 
the goods reach the consumer two 
merchants have inflated the weight 
of the tax by applying their mar- 
gins of profit. Under the existing 
law, the wholesaler does not do this. 


The position is illustrated by the 
following example. For the pur- 
poses of the example, it has been 
assumed that the present general 
rate of 124 per cent. would have to 
be increased to 15 per cent. to main- 
tain the revenue at the existing level. 
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Position Under Existing Law 


Cost of goods to wholesaler 
Add mark-up 20 per celit, ... 


£ 
500 
10 
Wholesaler’s sale price ... ... ... .... 60 
Tax at 123 per cent. % 
675 
270 
945 


Cost to Retailer 
Add retailer’s mark-up 40 per cent. 


Retail selling price 


Position Under a Manufacturers’ 
Tax 


Cost of goods to wholesaler (exclud- 
ing tax) 
Add tax at 15 per cent. .... 0... 0. 2. 


Add mark-up 20 per cent. .... .... .... 


Cost te seuniler .... .... ... . 
Add retailer’s 40 per cont. 


Retail selling price .... ...0 0. 00. «.. 


And so all consumers would pay 
more for the same goods than under 
the existing scheme of the law. The 
disparity is even greater if an ex- 
ample is taken relating to goods 
taxed at the present maximum rate 
of 30 per cent. In this example it 
has been assumed that the rate of 
30 per cent. would have to be it- 
creased to 36 per cent. to make wp 
the loss of revenue. 


Position Under Existing Law 


Cost of goods to wholesaler 
Add mark-up 20 per cent. .... ... 


Wholesaler’s sale price 
Tax at 30 per cent. .... .... .... ... ! 


Cost to retailer .... .... . sinis obdhs bin 
Add retailer’s 40 per oh... 


Retail selling price 
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“if you're in business, you NEED Business Equipment” 





Telephone us and we will arrange a demonstration. 
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Brisbane, FA 1021—Perth, BA 714 
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Position Under a Manufacturers’ 
Tax 


Cost of goods to wholesaler 
Add tax at 36 per cent. .... . 180 


680 
Add mark-up 20 per cent... ... ... 186 


Meee Oo ‘ROCREEP,. 2... jncoscccoce cosee chet vee GAG 
Add retailer’s 40 per cent. ... ... ... 3826 


Retail selling price .... . 2S. ee 


To sum up, a change to a manufac- 
turers’ tax would result in some sav- 
ing of work, because of the elimina- 
tion of wholesaler’s monthly returns, 
and, in theory, consumers would gain 
by reason of the tAx being calcu- 
lated on values which would not in- 
clude costs of freight between manu- 
facturers and wholesalers. However, 
these advantages would be out- 
weighed by the following factors:— 

(a) In practice, the gains would be 


lost, because the rates of tax 
would have to be increased if 


the present revenue level is to 
be maintained. 

(b) The consumer would, in fact, 
pay more for his goods, because 
of the wholesaler’s profit mar- 
gin being applied to all his cost, 
including the money laid out by 
him for tax at the time of his 
acquisition of the .goods. 

(c) Wholesalers would have to 
meet their tax obligations long 
before they sell the goods, and 
this could impose a strain on 
their financial resources. 

(d) The effectiveness of the sys- 
tem of conditional exemptions 
would be seriously impaired. 

From the foregoing, it has been 

concluded that the benefits to be 
gained from either of the two pro- 
posals discussed are more theoretical 
than real. The adoption of either of 
those proposals would clearly lead to 
undesirable consequences which out- 
weigh the advantages. The reten- 
tion of the existing system is, there- 
fore, considered preferable. 





LETTER TO THE EDITOR: 


Controversy in Accounting 


The Editor, 
The Australian Accountant, 
Sir, ? 

Professor. Sir Alexander Fitz- 
gerald touched upon this topic, with 
particular reference to The Aus- 
tralian Accountant, in the Decem- 
ber issue (p. 520). He observed that 
“there is not enough controversy in 

e ‘A.A.’ columns”. I am inclined 
towards the conclusion that the 
gentle art of controversy with pro- 
per regard to academic and profes- 
sional traditions is either a lost art 
or an unacquired skill. 

It was his view that nothing could 
be better for accounting in its pre- 
sent state of development than 
“honest to goodness disagreement” 
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for “only in this way can progress: 
be made in the clarification and 
eventual reconciliation of opposed 
viewpoints”, The exchange of views 
between Mr. Dalton and Mr. 
McCredie has had its measure of in- 
terest and more contributions on the 
same topic would be welcome 
material. For myself, however, there 
is no occasion for a detailed reply to 
Mr. Dalton’s comments in the Feb- 
ruary issue, a reply which might be 
of intense interest to Mr. Dalton but 
boring to the majority of your read- 
ers for whom a detailed demonstra- 
tion of views, already published in 
clear terms in the December issue 
(pp. 507-510), is quite unnecessary. 
In the February issue (pp. 93-98) 
Mr. Dalton is addressing his mind to 
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considerations quite different from 
those which formed the sole reason, 
stimulus and justification for my 
writing at all at that time; viz., to 
make a short commentary upon mat- 
ters affecting the proper reading of 
cases affecting auditors and at the 
same time touching upon the impor- 
tance of precedent and the manner 
in which the ratio decidendi of a 
case is ascertained. Whilst Mr. 
Dalton seems at a loss to explain to 
his own satisfaction why it was that 
my attention was directed to a quite 
limited area of his article, for my 
purpose it was appropriate to confine 
my commentary to the manner in 
which two cases were cited and com- 
mented upon by him. It was not 
necessary that Mr. Dalton agree with 
me, and it may well be that those 
two cases were incidental to his 
main purpose. I cannot agree that 
their citation was a casual matter 
however, and to plead their inciden- 
tal character does not touch the mat- 
ter with which I was concerned. 


Mr. Dalton has made many rhe- 
torical points in the sense of saying 
“if Mr. Forster thinks (or says) 
such .... then... .” proceeding 


to despatch his strawmen with much. 


vigour and not a little adroitness. 
-Now that was quite interesting be- 
cause he does raise a number of 
points upon which it would be fool- 
ish to say that the last word has been 
written or that there is anything 
like unanimity of thought within the 
profession; therein lies the value of 
what Mr. Dalton has had to say. 
It is a pity though to see so many 
interpolations imputing to me views 
and ideas which are alien to the sense 
and spirit of my earlier writings, 
including the commentary in ques- 
tion; equally to note his suggestion 
(p. 98) that I am unaware of or 
have paid no regard to current 
trends in professional opinion. 


Taking these points in order I 
feel it is necessary to say that I am 
quite unable to accept Mr. Dalton’s 
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interpretation of my views and I 
personally stand firmly on the basis 
of my December commentary. This 
does not affect in the slightest degree 
the normal freedom to criticise the 
ideas which I expressed. Current 
trends on the matter of audit pro. 
cedures related to stock would be 


known té6 me; and an article pub. . 


lished in Financial Review (15th 
March, 1956, p. 3) would I think 
demonstrate that to be true. 


I am naturally disappointed that 
even one reader of the “A.A.” should 
have regarded my notes as “querw- 
lous” and I would say that surely 
Mr. Dalton does not think that mere 
peevishness would be a sufficient in- 
centive for me not only to write in 
the first instance, but to suffer also 
the “slings and arrows” which are 
the natural concomitant of any con- 
troversial writing. 


On the contrary, a number of 
senior practitioners felt, as I did, 
the necessity and desirability of such 
a commentary and the complete text 
of my notes was cleared by two 
senior members of the Bar prior to 
publication. I think one owes 4 
duty to the profession to take such 
care and at the same time, to be re 
strained if one’s views do not meet 
with unqualified approval and ac 
ceptance. 


For myself, may I say that I per- 
personally endorse and commend the 
concluding thought on the usefulness 
of controversy as expressed by Pro 
fessor Sir Alexander Fitzgerald in 
this journal—i.e., “I feel that no 
writer who has contributed to your 
columns will believe in his own heart 
that he has said the last infallible 
word on the subject upon which he 
has written; and surely none would 
be quick to take umbrage if his 
slightest word were challenged.” 


A. A. Forster, F.A.S.A» 


Lecturer in Accountancy, N.S.W. 
University of Technology. 
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MONTHLY REVIEW 


of Current Events 








Long Service Leave 


T the time of writing, only brief 
details had been received of 
the Privy Council’s decision on the 
validity of state long service leave 
legislation. On March 19, the Judi- 
cial Committee of the Privy Council 
upheld the decision of the High 
Court of Australia in Collins v. 
Charles Marshall Pty. Ltd. (see 
“Monthly Review”) Australian Ac- 
countant, Feb. 1956). 

The Victorian Factories and Shops 
(Long Service Leave) Act 1953— 
now re-enacted in the Labour and 
Industry Act 1953—provided that 
every. worker should be entitled to 
long service leave in respect of con- 
tinuous employment. In _ Collins’ 
case the employment in question was 
regulated by an award made in pur- 
suance of the Conciliation and Arbi- 
tration Act (a Commonwealth law), 
and it was contended that the Vic- 
torian long service leave legislation 
was incompatable with the Common- 
wealth award and was therefore in- 
valid. The particular Commonwealth 
award in question, the Metal Trades 
Award, made no attempt to deal 
with the question of long service 
leave, and the High Court held that 
there was no inconsistency between 
it and the Victorian Act. It is this 
decision that has now been upheld 
by the Privy Council. 

New South Wales, Queensland and 
Tasmania have similar legislation to 
Victoria, so it is to be presumed that 
the decision will apply in those states 
also. However, it is important to 
observe that the question of the 
validity of the state legislation could 
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be raised again in future in rela- 
tion to a federal award that does in 
fact contain long service leave pro- 
visions. 


Accrual Accounting in Government 


As previously reported in this 
column (Dec. 1956), the United 
States Congress has passed legisla- 
tion whose general effect will be to 
change the method of federal gov- 
ernment accounting from the cash 
basis to the accrual basis. The legis- 
lation amounts to a partial adoption 
of recommendations made by the 
Hoover Commission. 


After the legislation was passed, 
the director of the Bureau of the 
Budget, Mr. Percival F. Brundage, 
issued a directive that all govern- 
ment agencies were to submit plans, 
not later than March 31, 1957, for 
adoption of accrual accounting and 


“cost-based budgeting. Mr. Brun- 


dage is a former senior partner of 
Price, Waterhouse & Co. and a 
past president of the American In- 
stitute of Accountants. The working 
of the new system will be watched 
with interest by all who are con- 
cerned with government accounts 
and budgeting. 


Searchlight in the Board Room 


There is a school of thought which 
holds that the effectiveness of a com- 
mittee as a policy-making or direct- 
ing body declines rapidly as the 
number of its members increases. 
Those who adhere to this view will 
perhaps be surprised at the findings 
of a survey recently conducted by 
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the National Industrial Conference 
Board of New York into 333 U.S. 
manufacturing companies. This 
shows that American boards of 
directors are growing larger; and a 
comparison with a similar survey re- 
cently made in Australia shows also 
that U.S. boards are, on the whole, 
much larger than Australian boards. 
(The Australian figures quoted here- 
under are from a survey of 340 Aus- 
tralian public companies, made by 
Mr. R. Keith Yorston-in 1955. This 
was published in the Australian 
Accountant in February 1956, and 
subsequently republished in Limited 
Liability Companies in Australia 
(Law Book Co., 1956) which is 
shortly to be reviewed in this jour- 
nal.) 


Of the 333 American companies 
surveyed, fifty changed the size of 
their boards between 1953 and 1956. 
Thirty-five of these changes were in- 
creases and fifteen were decreases. 
The decreases were usually of the 
order of one or two directors only, 
whereas the increases were com- 
monly of the order of three or four. 


A comparison of the sizes of U.S. 
and Australian company boards‘ is 
made in the following table: 

No. of Number of companies 

S.A. 


directors Australia 
on board 1955 1956 


It was suggested in the American 
survey that the size of the corporate 
board tended to vary with the size 
of the company. Mr. Yorston did 
not examine this point in relation to 
Australia, but the conclusion prob- 
ably applies here too, and it sug- 
gests a logical explanation of why 
U.S. companies have on the average 
much larger boards than Australian 
companies. 

Frequency of meetings is evi- 
dently more or less the same in both 
countries. The manner of setting 
out the figures in the two surveys 
makes effective comparison difficult, 
but it is observed that monthly board 
meetings are most popular in both 
U.S.A. and Australia. Of the 333 
American companies, 161 reported 
that their boards met monthly, while 
142 of the 340 Australian boards 
also met monthly. 


Mr. Yorston’s survey showed that, 
in Australia, just over one-third of 
all directors surveyed were “inside” 
—i.e., full-time salaried staff—and 
the remainder were outside direc- 
tors. The American survey assessed 
the relative importance of inside 
directors and outside directors on a 
different basis. It was found that in 
U.S.A. just over one-half of the com- 
panies had a majority of inside 
directors on their. boards. This sug- 
gests that in U.S.A. the inside direc- 
tor is rather more common than 
here. 


Electronic Economics 


To what extent electronic com- 
puters and integrated data process- 
ing are going to affect accounting in 
Australia is still uncertain, but there 
is no sign that pen-and-ink book- 
keeping will be superseded in most 
of its applications for at least some 
considerable time. Computers are 
definitely “playthings” of big busi- 
ness and are likely to remain 80. 
However, some interesting develop- 
ments in Australia may be expec 
in the fairly near future. 
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The life assurance people are 
keenly interested. National Mutual 
-has already installed electronic 
equipment and other companies are 
actively planning electronic installa- 
tions. Computers will help them to 
solve a lot of problems. Banking is 
another field in Australia where we 
may expect a swing to electronics 
shortly. The Economist reports that 
a committee of London clearing 
banks last Eebruary completed an 
investigation into the possibilities of 
applying electronics to banking. 
Mechanisation by electronics, it says, 
would seem to be ideally adaptable 
to*banking procedures which handle 
vast numbers of figures in sorting, 
docketing, debiting and crediting, 
according to standardised practice. 
The London banks have now asked 
the electronic equipment manufac- 
turers to examine a list of their re- 
quirements. Australian banking, 
during the last few years, has rid 
itself steadily of the atmosphere of 
mahogany, morning dress and quill 
pens, which used to pervade the 
banking chamber. “Customer par- 
ticipation in an imaginative venture 
of this kind is well worth cultivat- 
ing,” says The Economist, and one 
may expect the Australian banks to 
be interested in this aspect, as well 
as in the obvious benefits of reducing 
costs and eliminating drudgery. 


_ Aside from insurance and bank- 
ing, what is the future of electronics 
In Australian business? In each in- 
dividual case, the problem will re- 
solve itself into a need to appraise 
the potential costs and benefits of an 
electronic installation. A useful 
guide on how to do this has recently 
been published by Controllership 
Foundation Inc. of New York, 
under the title, Appraising the 
Economics of Electronic Computers. 


Rural Research 


Since the Rural Credits Depart- 
ment of the Commonwealth Bank 
was set up in 1925, half the profits 
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have been set aside for the Rural 


- Credits Development Fund for the 


promotion of primary industry. 
Over the period more than £1 mil- 
lion has been made available through 
this fund, and to mark the occasion 
and describe the achievement, -the 
Commonwealth Bank has produced 
a 44-page illustrated booklet. The 
long title A Contribution to the De- 
velopment of Australia’s Primary 
Industries, refers to the many ways 
in which research has assisted our 
rural industry in the past thirty 
years, in which the Rural Credits 
Development Fund has_ provided 
financial support. The stories of the 
application of myxomatosis, of 
native co-operation in New Guinea, 
and of soil fertility in the Darling 
Downs, indicate the wide scope of 
subjects involved. While this kind 
of progress continues, Australians 
may look forward with sustained 
confidence to the further expansion 
of income from the land. 


Soft Butter Market 


In view of the high cost to the 
Australian butter consumer of as- 
sisting our butter exports, New Zea- 
land’s concern about the market 
trend in the United Kingdom is of 
interest. The price received for 
New Zealand butter abroad has re- 
cently been as much as £100 a ton 
lower than the price which is guaran- 
teed to the New Zealand butter pro- 
ducer, so that the industry’s reserves 
have been drawn on to maintain the 
guaranteed return. Although Aus- 
tralia exports only half as much but- 
ter as New Zealand, it is neverthe- 
less an important item among our 
sales abroad, especially as exports 
have to be subsidised more heavily 
as oversea prices fall. World butter 
markets have clearly been affected 
by margarine, the world consump- 
tion of which is now twice the pre- 
war level. 


187 





Savings Deposits 


Statistics of Australian savings 


bank deposits behaved differently 
over this last Christmas period from 
the previous one. In 1955-56, the 
total deposits rose from £1088.9 
million at the end of November to 
£1091.4 million at the end of Decem- 
ber, and again to £1094.7 million at 
the end of January. Over the latest 
Christmas period, however, there 
was a fall from £1191.0 million 
at the end of November. to 
£1189.1 million at the end of 
December, followed by a re- 
covery to £1190.4 million at the end 
of January. This shows a gain of 
about £96 million over the year, of 
which the Commonwealth Savings 
Bank has obtained £4 million, the 


State Savings Banks £8 million, and ~ 


the savings subsidiaries of the trad- 
ing banks £84 million. The rise in 
the number of savings accounts over 
the year from 6.9 million to 7.3 mil- 
lion should be discounted. Some of 
this increase may be the result of 
persons who already had savings ac- 
counts opening others in new banks. 


Export Prospects 


News that New Zealand has in- 
creased her quota for motor vehicle 
imports in 1957 is* encouraging for 


Australia. The allowed expendi- 
ture in 1957 will now be £20 million, 
providing for about 40,000 units. 
Since General Motors-Holden Ltd. 
were already exporting to New Zea- 
land at the rate of about 1,800 a year 
on the basis of the old quota totalling 
35,000 a year, there is considerable 
scope for an expansion of our ex- 
port trade, and a considerable sum 
of potential foreign exchange earn- 
ings is at stake. If we can sell motor 
vehicles there, perhaps many other 
manufacturers will be encouraged to 
try to sell their products in the 
Dominion market. 
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Views on TV 


It would appear that the retail 
trade is somewhat concerned at thé 
unsatisfactory clearance of TV re. 
ceivers, some dealers resorting to 
offering unbranded sets at reduced 
prices to attract buyers. Although 
it seems quite definite that well over 
50,000 sets are available to buyers 
(the Commonwealth Statistician re 
ported about 49,000 produced up to 
the end of 1956) the progressive 
total of licences to the end of Febru- 
ary was about 27,000. Many set 
ownefs have no doubt delayed their 
licence obligations, but even allow- 
ing for these, there must still bea 
considerable number of sets which 
have not yet found owners. 


The recent comment of one trader 
is therefore particularly interest- 
ing, when he said that 30 per cent. 
of sales had been effected on hire 
purchase and that 50 per cent. would 
be made in that way by the end of 
the year. Also interesting are his 
forecasts that winter sales would 
rise, and that Victoria would remain 
ahead of New South Wales because 
programmes were better, terrain 
was more suitable for quality trans- 
mission, and the televising of foot- 
ball matches would appeal to a wide 
circle of viewers. 


Hire Purchase 


The Industrial Finance Depart 
ment of the Commonwealth Bank 
showed a reduction in its loans on 
hire purchase in August, September 
and October 1956, as compared with 
corresponding months of the pre 
vious year. However, in November 
the figure had risen to equal the pre 
vious November level of £17.2 mil 
lion, and in December it was also 
equal to the year-earlier figure of 
£17.3 million. By January 1957, 
there were £17.2 million of hire pur- 
chase loans outstanding, compar 
with £17.0 million in the previdus 
January. 
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RECENT LEGAL DECISIONS 


Discussed by L. C. VOUMARD, B.A., LL.B. 
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Professional Indemnity 


The plaintiffs in West Wake Price 
& Co. v. Ching, [1956] 2 All E.R. 
821, were a firm of accountants, in- 
sured by the defendant underwriter 
“against loss for any claim or claims 
which may be made against them... 
in respect of any act.of neglect, de- 
fault or error on the part of the as- 
sured .. . or their partners or their 
servants in the conduct of their busi- 
ness as accountants.” A later clause 
in the policy (referred to for con- 
venience as the “Q.C. clause’) pro- 
vided, no doubt with a view to avoid- 
ing undesirable publicity for the in- 
sured, that the insurer would “pay 
any such claim or claims which may 
arise without requiring the assured 
to dispute any claim, unless a King’s 
Counsel . . . advise that the same 
could be successfully contested by the 
assured, and the assured consents to 
such claim being contested, but such 
oe not to be unreasonably with- 

e had 


Plaintiffs acted as accountants and 
auditors to, and supervised the finan- 
cial interests of, two clients in 
various of the clients’ ventures, in 
connection with which a clerk em- 
ployed by the plaintiffs received and 
paid out moneys on behalf of these 
clients. He received from the clients 
£20,000, which amount unfortunately 
could not thereafter be accounted for. 
The clients claimed this sum from 
the plaintiffs; the plaintiffs asserted 
that these claims were covered by 
the Q.C. clause; the insurers disputed 
this; and this action was the result. 

The claim against the plaintiffs 
was a mixed one, alleging three dif- 
ferent causes of action, namely: 
damages for negligence for breach of 
duty as accountants; money had and 
received; and wrongful conversion 
on‘the part of the plaintiffs’ clerk. 

Devlin, J., held that on the true 
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construction of the policy, the words 
“any such claim or claims” in the 
Q.C. clause referred to “claims in 
respect of any act of neglect, default 
or error’; the claim against the 
plaintiffs included.a claim based on 
dishonesty and a claim for money had 
and received where the claim arose 
out of dishonest acts. These were 
not “claims in respect of any act of 
neglect, default or error” and, there- 
fore, the claims were not covered by 
the Q.C. clause. 


Meaning of “Profit” 


In re Espie, [1957] A.L.R. 86 was 
a case concerned with a will which 
contained a somewhat unusual type 
of disposition. The testatrix em- 
powered her trustee to sell and con- 
vert her estate into mgney, and to 
retain for his own use and benefit 
any profit made in so doing; the 
balance was to be re-invested for the 
benefit of the estate. 

For present purposes, the main 
interest lies in the method of ascer- 
taining the “profit” which the trustee 
ought to be entitled to keep for him- 
self. The assets concerned comprised 
land bought by the testatrix during 
her lifetime, and later sold by the 
trustee. The trustee subsequently 
died, and it was thus important to 
ascertain just what “profit” ought to 
be taken as part of his estate. It was 
contended, for his estate, that the 
word “profit” must bear its ordinary 
grammatical meaning of pecuniary 
gain, and, therefore, that the profit 
was the difference between the 
amount which the testatrix had paid 
for the land and the amount for 
which the trustee had later sold it. 


For the remaindermen it was 
urged that the disposition was too 
uncertain; that the word profit, in 
its context, was capable of four 
meanings. It could mean, it was said, 
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the difference between the cost of 
the land to the testatrix and the price 
at which the trustee sold it; or the 
difference between its value for pro- 
bate purposes and the price at which 
the trustee sold it; or the profit made 
by the trustee on the sale of property 
bought by him with the proceeds of 
sale of property. previously sold by 
him under a power given by the will; 
or any advantage. the trustee might 
receive as a result of a sale above 
the price properly payable. 

In his judgment, Herring, C.J., 
pointed out that “an appreciation in 
the value of an asset, which to the 
extent of such appreciation increases 
its realisable value, is in truth a 
profit of the owner of the asset, just 
as a depreciation in its value, is 
his loss. The profit or loss . . . may 
be ascertained by a sale or by a re- 
valuation. 

“Thus we find companies today 
quite often revaluing assets not ac- 
quired for the purpose of resale at 
a profit and ‘writing them up to their 
present value. The difference be- 
tween the value at which they pre- 
viously stood in the company’s books 
and the revaluation is profit, and can 
legitimately be dealt with as such, 
albeit of a capital nature. Where the 
asset is owned by an individual as an 
ordinary investment apart from any 
business carried on by him, any as- 
certained increase -in its value is a 
profit of such individual. Such profit 
remains in the asset, in kind, until 
such time as the owner chooses to 
take it by realising the asset, and 
turning it into cash. If on the other 
hand he chooses to hand the asset 
over to a trustee, that trustee will 
take the asset as it stands including 
the profit, and whether any further 
profit will arise in his hands will de- 
pend upon whether there is a further 
ascertained increase in the value of 
the asset.” 

His Honour held that the profit 
was to be ascertained by deducting 
from the price at which the land was 
sold, its value at the date of the 
death of the testatrix. 
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Illegal Contracts 


The judgment of Devlin, J., in S¢ 
John Shipping Corporation v. Joseph 
Rank Ltd., [1956] 3 All E.R. 683, 
includes an explanation of the pringi. . 
ples relating to the enforcibility of 
contracts affected by illegality. 

The Merchant Shipping (Safety 
and Load Line Convention) Act, 
1932, (Eng.) makes it an offence to 
load a ship so that her load line igs 
submerged, and (except in the case 
of a British ship, where the penalty 
is visited upon the master in the 
form of imprisonment) imposes for 
the breach thereof a fine related to 
the earning capacity of the vessel; 
the maximum fine must not exceed 
the extent to which the earning 
capacity of the ship has been in- 
creased because of the overloading, 
nor must it exceed £100 for every 
inch or fraction thereof by which 
the load line was-submerged. 

A ship, registered in Panama, was 
overloaded by more than eleven 
inches; the fine, therefore, was 
£1,200. But the overloading had 
enabled the ship to carry an addi- 
tional amount of cargo, the increased 
freight thereon being £2,295, so the 
ship was, to coin a phrase, “still in 
front”, despite the imposition of the 
maximum fine. 

The defendants (Joseph Rank 
Ltd.) thought some additional 
punishment ought to be inflicted, and 
so withheld some £2,000 owing by 
them for the carriage of their cargo 
on this overloaded vessel. The ship 
owners sued for this amount. The 
defence rested on illegality, claiming 
that the performance of the contract 
of carriage involved the doing of 
something illegal, which prevented 
the ship owner from enforcing the 
contract. 

This could have startling results. 
If I engage a carrier to carry my 
goods, and he exceeds the speed limit, 
even for a short distance, while doing 
so, would it then be open to me to 
decline to pay the cartage, on the 
ground that the carrier had per- 
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formed the contract in a manner 
which included the doing of an illegal 
act? His Lordship’s feeling that per- 
haps there was a fallacy somewhere 
‘jn the defendant’s argument is under- 
standable! 

The argument was put under three 
heads. First, the plaintiff performed 
the contract in an illegal] manner, and 
a person who does that sort of thing 
cannot sue on the contract. Second, 
a plaintiff cannot recover money if, 
in order to establish his claim, he is 
bound (as the plaintiff here , was 
bound) to disclose that he has com- 
mitted an illegal act. Third, a person 
cannot enforce rights which result 
tohim from his own crime. 

As to the first point, Devlin, J., 
considered that contracts for the 
carriage of goods were nof within 
the ambit of the Statute which had 
been contravened. As to the second, 
he felt that the St. John Shipping 
Corporation needed to show no more, 
in order to succeed, than that it de- 
livered to the defendants the goods 
it received in the same good order 
and condition as that in which it re- 
ceived them. As to the third, the 
rights which cannot be enforced 
must be those directly resulting from 
the crime, and that was not the case 
here. The result? Judgment for 
the plaintiffs for the £2,000 they had 
claimed. 


No Unjust Enrichment 


A few months ago the law reports 
from England included, within a few 
pages of each other, reports of two 
cases, based on almost identical facts, 
but heard by different judges, who 
arrived at entirely opposite conclu- 
sions. The unsuccessful party in 
each case appealed. The appeals were 
heard together, and are now reported 
as Metropolitan Police District Re- 
cewer v. Croydon Corporation and 
another; and Monmouthshire County 
aaa v. Smith, [1957] 1 All E.R. 


In each case a police constable had 
Injured while on duty, by the 
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defendant’s negligence. During the 
period of his incapacity to perform 
his duties he was paid his full pay by 
the appropriate authorities in ac- 
cordance with their statutory obliga- 
tions. Each constable also recovered 
damages from the negligent de- 
fendant for his injuries, but the 
amount awarded did hot include any- 
thing in respect of loss of wages, as 
there had beén no loss of wages. 

Basing themselves on the doctrine 
of unjust enrichment, the authorities 
who had paid the constables’ wages 
during the period of incapacity sued 
the negligent parties for the amount 
of wages so paid, contending that to 
allow the negligent defendant to 
escape payment for loss of wages 
(just because the authorities were 
bound by statute to pay full wages 
to the constables while they were 
unable to work) would constitute an 
unjust enrichment of or benefit to 
the defendants at the expense of the 
authorities (the present. plaintiffs). 

In view of recent decisions that a 
constable is not a servant of the 
authority who happens to pay him, 
but of the Crown, the present plain- 
tiffs could hardly have succeeded on 
a claim for compensation for the loss 
they had sustained as a result of the 
defendants’ negligence depriving 
them of the services of the constables 
(the action per quod servitium 
amisit). They had to show that the 
defendants were liable to them on 
the basis of some other principle— 
hence their reliance on the idea of 
unjust enrichment. 

The Court of Appeal held that the 
action must fail (thereby allowing 
one of the appeals and dismissing the 


. other), as the legal liability of the 


negligent defendants was to compen- 
sate the constables for their injury 
and loss. The constables had lost 
nothing in the way of wages; the 
defendants had paid such compensa- 
tion as they were liable to pay; their 
obligations, therefore, were at an 
end, and they could not be required 
jeM ond anything to the present plain- 
tiffs. 


191 





Current Problems Discussed in Overseas 
Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Management Accounting 


Some insight into the breadth of 
the task that faces the modern ac- 
countant is given in David J. 
Young’s article, “The Challenge to 
the Accountant in Industry,” The 
otal Magazine, for Decem- 

or. . 


Included in the topics mentioned 
and enlarged upon is the recruitment 
and training of staff, the design and 
layout of offices, the institution of 
clerical procedures, and a discussion 
of the merits and demerits of various 
types of office machinery. Appended 
to the article are two flow charts 
illustrating the wages routine using 
electrical multiplying punches and 
also using programme-controlled 
computer. 


In the same issue, W. R. Spencer 
has a number of brief but interest- 
ing obser*ations to make concerning 
“The Increasing Importance of the 
Accountant in Present-day Indust- 
rial Management.” 


In The Accountant, of December 
22 1956, R. D. Shrimpton discusses 
some of the problems met by the 
Paints Division of Imperial Chemi- 
cal Industries in the installation of 
budgetary-control and _ standard- 


costing systems, and the later modi- .- 


fications made to these systems. 


G. A. Boardman, in The -Account- 
ant, of December 29, sets out force- 
fully an industrialist’s idea of the 
assistance which the accounting 
system should provide for manage- 
ment. He suggests that more em- 
phasis should be placed by account- 
ants on cost reduction, on financial 
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planning of future activities, and on 
the analysis of results of manage 
ment decisions. 


Wm. Travers Jerome, in The 
Controller, for November 1956, 
“Executive Controls—What and 
Why,” tells us that executive con- 
trols arise from two distinct needs, 
The first need is to establish control 
vertically throughout a particular 
function or activity of a business 
and the second need is to establish 
control horizontally throughout an 
organisation. This need for vertical 
contro] results from the process of 
delegation of authority, whilst hori- 
zontal control results from the need 
to harmonise the various conflicting 
elements in a business to enable the 


greatest possible profits to be made. 


Rather than think of executive 
controls in terms of particular tech- 
niques, like standard costing, budget- 
ing, or office procedures, executive 
controls should be regarded as & 
system distinctive to each business. 
Characteristic of such a system of 
management controls would be four 
sub-controls, namely, that of organl- 
sation, that of planning, budgeting 
and follow-up, that of information, 
and that of product development. 


In the final analysis the success of 
these controls must be judged by the 
way in which they influence people's 
behaviour and attitudes; for it & 
people that are controlled, nde 
things. 


The Cost Accountant, Decembet; 
publishes papers delivered at the 
London regional cost conference of 
the Institufe of Cost and Works Ae 
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countants. H. H. Norcross, in a 
paper entitled “Cost Behaviour,” dis- 
cusses some of the forces which in- 
fluence the behaviour of costs in 
differing circumstances, such as the 
introduction of a night shift, launch- 
.ing a new product, and installing 
automatic machinery. 


C. A. Herring, “The Cost Account- 
ant’s Opportunity,” shows that for 
many purposes management does not 
need historical or standard costs, but 
opportunity cost. The opportunity 
cost of any service is the net gain 
which could be derived from the next 
best alternative use. 


Inventory Control 


In the N.A.C.A. Bulletin, Decem- 
ber, M. E. Karosen describes the use 
of a central punched-card installa- 
tion to control inventories in widely- 
scattered branch warehouses. 
Branch sales information is trans- 
mitted to the central installation by 
means of an eight-channel paper 
tape obtained as a by-product of the 
inyoicing operation. At the home 


office, punched cards are automati- 
cally produced from this tape. 


In the same issue, G. A. Paul de- 


scribes procedures for 
Control 
tories.” 


Budgeting 


William M. Fischer, “Forecasting 
the Cash Balance,” in Cost and 
Management, for November, 1956 
outlines the factors that enter into 
cash forecasting, namely an analysis 
of collections and disbursement of 
+ Aga t posereery the need for 

and.constant applicati 
aig techniques. udetince 

‘our papers in the N.A.C.A. RB: 

tin, December, deal with vious 
aspects of budgeting. J. R. Hennessy 
and E. I. Roberson, in “Budget Pre- 
paration From the Bottom Up,” give 
an informative description of bud- 
eting _ Procedures in a large 
electronic equipment company. An 
interesting feature is the use of both 


“Effective 
of Manufacturing Inven- 
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fixed and variable budgets: “A fixed 
budget is developed for comparison 
of planned with actual performance. 
A variable budget is utilized for con- 
trol purposes to permit determining 
what portion of variance is due to 
efficiency and how much is due to 
volume factors.” M. M. Osborn sug- 
gests methods of graphic presenta- 
tion of results under a variable bud- 
get control system. C. M. White and 
J. K. Dysart quote extracts from a 
budget manual prepared for non- 
accountants. A. N. Bishop describes 
the procedures and forms used by a 
hypothetical company in “Budgeting 
for Capital Expenditures.” 


Cost Accounting 


In the Accounting Review, Octo- 
ber, 1956, A. N. Lorig replies to 
criticisms by T. M. Hill and G. Law- 
son of his article “Joint Cost 
Arfalysis as an Aid to Management”. 


B. J. Young, N.A.C.A, Bulletin, 
November, 1956, reviews some of the 
literature on direct costing, and 
reaches a favourable conclusion. 


In the same issue, C. D. Randle- 
man discusses the various definitions 
of “capacity” used in calculating 
overhead rates. 

Robert G. Allyn, Accounting Re- 
search, October, 1956, describes a 
simple system of cost reeords for a 
small manufacturing enterprise. 


Break Even Analysis 


In an award-winning paper on 
“The Profitgraph,” N.A.C.A. Bulle- 
tin, December, L. G. Spencer extends 
the technique of break even analysis 
to show gross margins and return- 
on-investment by product lines. 


Two articles in the November 


issue of the Bulletin attack the as- 


sumption that each cost element can 
be divided into a fixed and a variable 
component. S, K. Atkinson points 
out that the variability of cost with 
volume depends on the length of the 
time period for which the cost analy- 
sis is made: costs which are fixed in 
the short run become variable in the 
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Jong run. R. Wyer draws attention 
te the complexity of the cost-volume 
relationship, and questions the cor- 
rectness of the simple straight-line 
graph which is generally supposed to 
represent that relationship. 


Management Reports 


“Was Your Report Structure Built 
or Did It Happen?” asks R. F. Neus- 
chel, N.A.C.A. Bulletin, November. 
In too many companies the number 
of reports is subject to constant 
growth, interrupted only by an oc- 
easional or periodical “spring- 
cleaning.” The alternative is a care- 
fully designed report structure based 
upon a review of management’s 
needs. 


Case Studies in Cost Control 


In the N.A.C.A. Bulletin, Novem- 
ber, G. K. Bryant describes the 
management controls of a large 
manufacturer of television sets; C. 
Dolce describes “Packing and Sales 
Branch Cost Control Under Stand- 
ards”; J. A. Murphy explains “How 
an Airline Uses Its Operating Statis- 
tics”; and D. Epstein writes on 
“Predetermining Workload for Cost 
Control in Aircraft Modification and 
Repair.” In the December issue, L. 
W. Brummer, E. B. Mills and L. F. 
Ray describe the part played by cost 
accountants in a chemical plant; and 
F. Judd shows ways of “Expediting 
Cost Closing in a Tobacco Com- 
pany.” 


Profit Sharing 


Warren Reininga and Lee Soltow, 
The Controller, November, “De- 
ferred Profit Sharing Today,” tell 
‘thew profit sharing assists manage- 
ment in solving the tremendous job. 
of communicating with its em- 
ployees. It provides one of the best 
methods of educating workers be- 
cause it creates and develops their 
interest in their company. Profit 
sharing provides management with a 
method by which it can compensate 
its employees so that they- receive 


194 


greatest benefit under the federal 
income-tax law, because tax pay. 
ments, current and future, will be 
held to a minimum. If a plan repre. 
sents a genuine concern for employee 
welfare by top management, it might 


well create a “community of the’ 


firm” spirit among employees by ag. 
sisting them in accumulating greater 
savings and greater resources for 
the emergencies of life as well as for 
retirement. 


It is always possible that a plan 
might become an issue at the bar. 
gaining table. Strong unions may 
attempt to eliminate employee con- 
tributions or have the company con- 
tribute a larger share of profits or 
guarantee future contributions re 
gardless of profits. That is why a 
plan must represent the most 
genuine and sincere feeling of top 
management. 


The demand and need for pension 
plans since 1946 has brought abouta 
great increase in the number of 
profit-sharing plans mainly because 
these plans make possible a greater 
use of common stocks and a more 
flexible means of financing employer 
contributions. Good . management 
might well find that profit-sharing 
could, if appropriate conditions 
exist, satisfy both the company and 
its employees. 


Foreign Branch Accounting 

After .examining arguments for 
and against consolidation of foreign 
and domestic accounts, James A. 
Kelley in his article, “Should a Cor- 
poration Consolidate its Foreign and 
Domestic Accounts?”’, The New York 
Certified Public Accountant, October, 
concludes that’ an answer generally 
applicable is not possible, and any 
decision must be reached after con- 
sidering each set of circumstances. 

In the same issue Graydon L. 
Longsford discusses some of the 
problems encountered in selecting 
the appropriate exchange rate for 
the translation of foreign subsidiary 
saad branch) accounts into U.S. dol 
ars. 


The Australian Accountant, April, 1957. 
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Hire Purchase 


An examination of the economic 
aspects and effects of hire-purchase 
trading in the Union of South Africa 
is competently presented by T. van 
Wassdijk, “Hire _ Purchase—Some 
Economic Implications,” in The 
South African Accountant, Decem- 
ber. Although the article relates to 
hire-purchase trading in South 
Africa, it is, in its wider aspects, 
equally applicable to Australian con- 
ditions. 


Published Accounts 


The accounting research article in 
The Canadian Chartered Account- 
ant, November, presents convincing 
evidence that the recommendations 
on accounting and audit practice 
published by the committee on ac- 
counting and auditing research of 
the Canadian Institute of Chartered 
Accountants in its Research Bulle- 
tins are generally receiving wide ac- 
ceptance. For instance, Bulletin No. 
9 contained recommendations as to 
the-proper use of the term “reserve.” 
Analysis of published annual reports 
of Canadian public companies had 
shown that inappropriate use of the 
term “reserve” occurred most fre- 
quently in the descriptions of the 
items “allowances for doubtful ac- 
counts” and “accumulated allowance 
for depreciation.” The following 
table shows the percentages of pub- 
lished annual reports examined (ap- 
proximately 275) which used the 
term reserve in these respects before 
and after issue of Bulletin No. 9. It 
is believed by the reviewer that the 
1952 reports could not have been in- 
fluenced by the Bulletin, but it is 
Possible that some of them (issued 
late) could have been. 


Reserve for 

— 

ccounts 

1949 . 87.8% 95% 
1950... ... 85.8% 89% 
1951 83.7% 87% 
1952 67.4% 69% 
1953 29.3% 31.8% 
1954 . 18.3% 18.6% 
1955 10.9% 11.2% 


Reserve for 
Depreciation 
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In The Accounting Review, Octo- 
ber, “Case Study in Writing Off In- 
tangibles,” by W. P. Trumbull, 
summarises and analyses U.S. Steel 
Corporation’s treatment in published 
financial statements of goodwill and 
other intangibles from its founda- 
tion in 1901 up to 1953, when the 
final dollar of goodwill was written- 
off. 


Auditing 

It is suggested by E. L. Pursey, 
“Statistical Theory in Test Check- 
ing,” The Canadian Chartered Ac- 
countant, December, that methods of 
test checking employed by. auditors 
are often not statistically sound. In 
urging that statistical methods 
should be applied to audit procedures 
in sample testing, he suggests that 
samples selected by the auditor may 
be either too small or involve wasted 
effort by being too large, or that 
they may not be fully representative 
of the “field.” 


Public Accountancy 


John L. Carey, in “The C.P.A. and 
His Client: A Study in Public Rela- 
tions,” The New York Certified Pub- 
lic Accountant, November, em- 
phasises the need for efficiency and 
economy in professional practices 
and suggests guides for enhancing 
the client’s trust and confidence in 
his accountant. 


The Accountant, December 1, 8 
and 15, contains a series of three 
articles by K. L. Milne and J. L. 
Rawnsley in which they survey the 
written: codes of ethics of a number 
of national societies of accountants 
and suggest certain alterations to 
these codes. 


Price Level Changes 


In Accounting Research, October, 
Alan R. Cerf examines the effects of 
alternative methods (F.I.F.0. and 
L.I.F.0.) of stock valuation in times 
of inflation and business cycles, and 
concludes that the significance of the 
method used depends on the actual 
association, in the experience of a 
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particular firm, of the variables of 
price change, rate of turnover and 
rate of mark-up. 

What changes can be expected in 
the theory and practice of account- 
ancy in the next 50 years? Edward 
W. Netten gives his answers in “Ac- 
countancy of the Future,” The 
Canadian Chartered Accountant, 


December. Many changes are fore- 
seen, not the least of which ‘is that 
accounting will measure, record and 
effect of price-level 


report the 
changes, 


Accounting Education 


The December issue of the New 
York Certified Public Accountant in- 
cludes the first of three parts of a 
serial discussion by P. Lipsky on the 
recommendations of the “Commis- 
sion on Standards of Education and 
Experience for Certified Public Ac- 
countants” (see The Australian Ac- 
countant, January, 1957). 

These recommendations appear to 
be based upon the 1954 report of the 
Standards Rating Committee of the 
American Accounting Association, 
which puts forward the theory that 
“education for the professional ac- 
countant should embrace three ulti- 
mate objectives: 

Education for citizenship, 
Education in business, 
Education in accounting.” 


The order of the objectives is .- 


significant and to Australian eyes 

the more detailed curricular recom- 

mendations may be rather startling. 

It is envisaged that the four-year 

undergraduate course may be ap- 

portioned as follows: 

1. liberal, cultural, and general non- 
business studies, approximately 
50 per cent. of the programme; 

. general business studies, approxi- 
mately 25 per cent. of the pro- 
gramme; and 

. accounting studies, approxi- 
mately 25 per cent. of the pro- 
gramme. 

It is felt that the undergraduate 
accounting studies should include 
basic courses in accounting and 
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auditing principles as well as ¢ 
mercial law and related courses ® 
business administration. ¢ 
studies would be carried furt 
during post-graduate professi 
study in university schools of bug 
ness administration. : 


A. C. Littleton, in “Learning 
Write,” The New York Certified 
Public Accountant, October, em 
phasises the importance in an aw 

counting career of a well-developed’ 

ability in written expression and | 
suggests that accounting education 

should stress this aspect to a greater 

degree in examinations. 


Social Accounting * 


In Accounting Research, October, 
F. Sewell Bray amplifies the capitaky 
change account expounded by him in) 
an earlier issue of the journal, and” 
sets up separate accounts for (i), 
Saving and Asset Formation, (ii) 
Gains and Losses (of a capital 
nature), (iii) Long-term Financial” 
Changes, (iv) Working Capital 
Changes, (v) Tax Adjustments and. 
Changes in Provisions and Deferred. 
Liabilities. He discusses some of the 
implications in‘ these accounts for 
financing of capital expenditure and 
postulates that the conclusions to be 
drawn from a series of capital- 
change accounts over time should 
have much to offer. 


Electronic Data Processing 


The Accountant, of November 3, 
contains three short articles on elec- 
tronic accounting. The-first, “Elec 
tronic Computers and Data Process- 
ing,” by H. J. Crawley, describes 
briefly and in non-technical langu- 
age what an electronic computer is. 


In the second, E. C. R. Williams 
and D. J. Bailey discuss the implica- 
tions for internal auditors of the use 
of data-processing equipment, and in 
the third article B. C. Lemke reviews 
some of the effects on accounting. 


The Australian Accountant, April, 1957. 
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Locker 
room... 


where the 
emphasis 
is on 


ROOM! 7 


When the staff is growing but the staff room is not, 
consider a switch to lockers by Steelbilt . . . they make 
room. Steelbilt lockers are themselves roomy and pilfer- 
proof—points which please both staff and management. 
aed 
‘ SELF-LATCHING LOCKING DEVICE 
@ A gentle push of the door causes the locking 


finger to ride up over the locking jamb, auto- 
matically locking the door. 


@ Can be supplied with lock and duplicate keys, 
y master keyed or, if preferred, without lock, 
provision being made for fixing a padlock. Write 
or ’phone us to-day for full details and prices. 
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BOOK REVIEW 


SQURCES AND USES OF FUNDS 


| OF PUBLIC COMPANIES, 1946- 
"1955, by DR. A. R. HALL. 


The Australian National University 
' Social Science Monographs—7. 


During the post-war years the de- 
velopment of the corporate sector of 
the Australian economy has caused 
attention to be focussed on the 
sources of capital and the uses made 
of available funds. Although some 
thoughtful and informative studies 
have been made, these have been of 
comparatively recent date, and there 
has been little continuity of the con- 
clusions reached in specific studies. 


In his study of this subject Dr. 
Hall has used two series of observa- 
tions. The first, for the period 1946- 
1951 includes 340 companies. The 
second is from 1951 to 1955 and 
concentrates upon 100 large com- 
panies. Figures for the 1951-52 
year include the first group of com- 
panies together with others whose 
accounts became available in suit- 
able form. 

The object has been to provide 
(i) a wide coverage of companies 
over a number of years; (ii) an at- 
tempt to cover a particular company 
universe in one year; and (iii) the 
establishment of a continuing series 
for the limited group of companies. 
The study concludes with compari- 
sons between Australian figures and 
those of other countries, notably 
US.A., U.K., and N.Z. 


Dr. Hall’s use of the technique of 
presenting the data in the form of 
“Sources and Uses of Funds” state- 
ments is interesting in view of the 
Increasing popularity of this form of 
statement as an addition to the usual 
conventional accounts of public com- 
panies. The study is limited to trad- 
ing and manufacturing companies 
with the retail and wholesale activi- 
ties separated in the former and 
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there are twelve separate classifica- 
tions in the manufacturing group. 


At the outset, Dr. Hall indicates 
the difficulty of such a study because 
of the structural weaknesses of pub- 
lished accounts. Lack of uniformity 
in the accounts, particularly between 


those of companies in different 
States, causes a good deal of interpre- 
tation and additional calculation to 
be brought to bear on the data be- 
fore it can be ‘assembled into mean- 
ingful tables. 


Omnibus items in balance sheets 
frustrate clear analysis, particularly 
in such important matters as tax 
provisions, contingency provisions, 
creditors, and the distinction be- 
tween investments in Government 
securities, listed, and unlisted securi- 
ties. 


The criticism levelled in the study 
against the balance sheet fades al- 
most to insignificance compared with 
what is said concerning the profit 
and loss account. Here uniformity 
and adequate disclosure of informa- 
tion are non-existent. Current de- 
preciation and tax provisions often 
are not disclosed, and in some cases 
“net profit” is stated after making 
appropriations to reserves. It is 
reasonable to say that because of the 
provisions of the Victorian Com- 
panies Act 1938, Victorian com- 
panies are not significant offenders 
in this matter. 


The numerous tables of figures 
which form Appendix 1 are sum- 
marised by the author as follows: 


._ Apart from year to year changes, 
the general picture that emerges is 
one of a company system which, 
while its main service of new funds 
is retained earnings, relies quite 
heavily on the new issue market, 
somewhat extensively on the exten- 
sion of trade credit, and rather less 
on bank overdraft than is often as- 
sumed to be the case. This sum- 


mary of Australian public company 
behaviour needs least qualification 
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in the first half of the post-war de- 
cade. As the period advances it be- 
comes a less accurate description. 
In particular there has been a trend 
towards still greater reliance on re- 
tained earnings and on the use of 
long term debt at the expense of 
new issues of shares. 


Post-war corporate expansion in 
America has been financed to a much 
greater extent out of retained earn- 
ings than in Australia. This may be 
attributed to three factors:— 


The apparent acceptance by the 
American investor of a lower 
risk-taking reward on his in- 
vestment. 

The ability of American corpora- 
tions to earn relatively higher 
rates of profit. 

The longer period which Ameri- 
can corporations have had for 
consolidation. 

If the kind of study that Dr. Hall 
has undertaken and presented in 
this book is to be continued the fol- 
lowing observations are relevant. 

There is need to improve the 
sources from which the information 
is derived—published accounts of 
public companies. The rate of :im- 
provement will not be rapid enough 
if it depends on a recognition of the 
social conscience by company direc- 
tors. The gentle persuasion of the 
law in the form of the Companies 
Acts of the various States, amended 
and brought into a closer degree of 
uniformity with the accounting pro- 
visions, is a necessary step. 

The above remarks apply to such 
important matters as taxation pro- 
visions, depreciation provisions, bal- 
ance sheet groupings, consolidated 
accounts, and the distinction between 
charges against profits and appro- 
priations out of profits. 

Stock Exchange listing require- 
ments have tended to exert a subtle 
influence on the improvement made 
in company accounts. It is regret- 
table that the latest requirements do 
not apply to companies listed before 
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these Stock Exchange edicts became 
operative. 

If Dr. Hall’s plea is recognised 
that such studies on sources and uges 
of funds in Australian companies 
should continue, the work should be 
undertaken by official Australian 
statistical authorities. ; 

If this were done the data used 
by economists and released in Gov- 
ernment National Income White 


Papers from time to time, ‘would, g 
far as they refer to the business see- 
tor of the economy, be more ac- 
curately based. 


Note for Auditors 


Through the Victorian State 
Registrar we are indebted to 
the Law Institute of Victoria 
for an interesting decision re- 
lating to trust accounts oper- 
ated by solicitors. 


In reply to a question raised by 
a firm of solicitors, Mr. A. Hey- 
manson as secretary of the Law In- 
stitute of Victoria advised as fol- 
lows :— 

“My Council has ruled that there 
is no legal objection to a solicitor re 
taining his own monies in his trust 
bank account as a buffer against in- 
advertent overpayment and that, if 
the solicitor’s own monies in the 
trust bank account exceed the 
amount of any such overpayment, 
there is no obligation on the auditor 
to report such an overpayment 4 
being a deficiency in the trust ac 
count. 

“It is suggested, however, that the 
existence of such a buffer account 
should not be permitted to excuse 
careless bookkeeping and that the 
solicitor’s own monies should be re 
corded in a separate ledger account 
and any overpayments debited t 
that ledger account instead of to the 
account of the person on whose be 
half the payment was made.” 
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A.S.A. NEWS AND NOTES 


NEW SOUTH WALES 


Members Luncheon 


More than 300 members of the N.S.W. 
Division were present at the luncheon held 
on Wednesday, March 20, at the Trocadero. 
The guest speaker was Professor K. E. 
Bullen, Sc.D., Ph.D., M.A., who chose as 
his subject “The International Geophysical 


Year. 

Professor Bullen is Professor of Applied 
Mathematics in the University of Sydney 
and chairman of the Australian National 
Committee fof the International Geophys- 
ical Year. 

In introducing the speakef, the State 
president said that like himself he was 
sure the members were anxious te learn 
more of the objects and activities of the 
Geophysical Year in view of the many ref- 
erences now being made to it in the press. 
Professor Bullen gave a most interesting 
and informative address on a _ technical 
subject in terms which could be readily 
understood by the layman. 

A vote of thanks to the guest speaker 
~ moved by the vice-president, Mr. C. M. 


Albury 

The first lecture arranged by the com- 
mittee of the Albury District Group was 
held at the 2AY auditorium on the evening 
of March 21. 

The Mayor of Albury, Mr. C. E. Bunton, 
OB.E., A.A.S.A., extended a welcome to 
the State president, Mr. E. A. Cupit, and 
the State registrar. The meeting was at- 
yrwed by more than 50 members and can- 


The State president delivered an address 
entitled “Supervision in Relation to Office 
Efficiency”, The State registrar spoke on 
the activities of district groups and an- 
swered questions raised by members and 
students on Society affairs. 


Canberra 


_ The Canberra branch of the A.S.A. held 
its annual general meeting at the Hotel 
Ainslie-Rex. Mr. H. E. Bishop, on behalf 
of the branch chairman (Mr. R. C. West) 
who was absent through illness, presented 
& satisfactory report on the year’s activi- 
ties. Membership of the Canberra Branch 
how stands at 200. 

Messrs. H. E. Bishop and R. C. West 
Were re-elected as councillors at the meet- 
ing. The other retiring councillor, Mr. J. A. 
aing, who had rendered outstanding ser- 
vice for several years, did not seek re-elec- 
tion owing to his transfer to Darwin, and 
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Mr. K. D. A. Medbury was elected in his 
stead. Mr. W. J. Parker was re-appointed 
branch auditor. 

The meeting was followed by a buffet din- 
ner. Visitors from outside Canberra in- 
cluded the State president, Mr. E. A. Cupit, 
who outlined to members the plans of the 
Society for 1957, the State Registrar, Mr. 
B. L. Horsley, and Mr. R. R. Farrell, 
F.A.S.A. 

Mr. H. E. Bishop has been elected chair- 
man for 1957. Mr. R. C. West, the retiring 
chairman, did not offer for re-election be- 
cause of illness, but was elected deputy 
chairman. An activities committee com- 
prising those two officials with Messrs. 
R. R. Gray, W. R. Lancaster and T. M. 
Owen was appointed to arrange functions 
of interest to local accountants. 

Arrangements are well in hand for the 

visit to Canberra of the distinguished 
American accountancy authority, Dr. 
Robert L. Dixon, who is Professor of 
Accounting in the University of Michigan 
and the author of numerous text: books and 
articles on his subject. 
* During Dr. Dixon’s stay in Canberra 
(April 13-18) he met officers of the Com- 
monwealth Public Service and staff and 
students of the Canberra University Col- 
lege and Technical ve On Tuesday 
evening, April 16, he addressed a public 
meeting held under the joint auspices of 
the Accountants’ Society and the Univer- 
sity College. Dr. Dixon is an experienced 
and entertaining lecturer who has already 
given courses in Melbourne on “Effective 
Control Through Financial and Manage- 
ment Accounting” before proceeding to the 
other state capitals. 


Cooma District Group Formed 


The steady growth of the Society both in 
membership and activities, in indicated by 
the formation of new groups at various 
centres in Australia. 

One of the latest groups to be estab- 
lished is that at Cooma, N.S.W., a place 
which has assumed considerable importance 
because of its relation to the Snowy 
Mountains Hydro Electric scheme. 

The Cooma District Group began its 
official activities with its first regular meet- 
ing on February 25 when 36 members and 
students were present. 

The founders of the group can take 
encouragement from this excellent attend- 
ance which augurs well for the group’s 
success. 

Mr. C. E. Allison chaired the meeting 
in the absence through illness of Mr. 
A. J. Duffy, F.A.S.A. 
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The chairman read a congratulatory 
telegram from the State president of the 
Society, Mr. E. A. Cupit, who extended 
best wishes for a successful meeting. 

The objects of the group were clearly 
outlined by Mr. Allison who stressed the 
executive’s intention of giving the maxi- 
mum possible assistance to the large num- 
ber of accountancy students in the town 
and near district. Interesting talks and 
film shows would be arranged and members 
were asked to regard the group as a 
medium of social fellowship as well as a 
means of promoting a greater interest in 
their respective positions and the important 
work they handle. It was emphasised that 
accountancy embraced a much wider field 
than mere bookkeeping. 

Two instructional films “Strictly White 
Collar” and “In Balance” were shown dur- 
ing the meeting: 

The next meeting is to include a talk 
by the assistant Crown solicitor, Mr. W. S. 
Flynn on some legal points of accounting 
as it relates particularly to contracts. To- 
wards the end of the year a symposium 
would be held at which it was hoped to 
have an interesting panel of speakers. 
Arrangements are being made for an in- 
spection of the Snowy Authority’s punch 
card installation. 


Wollongong Branch Convention 


The first convention of the rapidly de- 
veloping Wollongong (N.S.W.) Branch of 
the Australian Society of Accountants was 
held at Wollongong beginning on Friday 
evening, November 9, and ending at mid- 
day on the following Sunday. 

e Grand Hotel was the main venue 
for the various sessions and the 124 mem- 
bers who attended the convention obtained 
considerable benefit from the popes de- 
livered and the discussions which followed. 

Speakers and their subjects were: Mr. 
G. Petersen, A.A.S.A., on “What the Cost 
Accountant Should Do for Management”; 
Mr. D. R. Rickard, A.A.S.A., A.C.IL.S., on 
“A Rationale of Direct Costing” and Mr. 
R. G. McCrossin, F.I.A., on “Developments 
in Electronic Data Processing.” 


PERSONAL 

S. R. Brown & Co. advise that the firm’s 
name has been changed to S Brown, 
Pringle, Wolff & Co. witlf offices at 72 
Pitt Street, Sydney. The change was made 
consequent upon the merger with the firm 
carried on by the late Joseph E. Wolff, 
Chartered Accountant (Aust.). 

Perry, Johnson, Beardsmore and Wilton 
announce that they have opened an office 
at Wollongong under the management of 
Mr. N. J. Tulloh, who was for some years 
a senior member of their staff. 

The address of the Wollongong prac- 
tice is A.M.P. Building, 96 Keira Street, 
Wollongong. 
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J. F. Kay & Co. announce that a branch 
of the firm has been opened in Canbern 
at 20 Mort Street, Braddon, A.C.T. Tele. 
phone: J 1126. ° 


Our congratulations go to Mr. T. 
McClenaughan, F.A.S.A., who has beep 
appointed manager of the Wallaby 
Union team to tour the British 
France, Italy, Canada and America later 
in 1957. He is the honorary treasurer of 
the N.S.W. and Australian Rugby Unions, 


VICTORIA ° 


Annual Meeting , 


The fourth annual meeting of the Vie. 
torian Division of the Australian i 
of Accountants was held at the Assembly 
Hall, Collins Street on the evening of 
Margh 20. 

The president, Mr. V. R. Gole, was in 
the chair and after the formal business 
had been concluded he introduced the 

est epeaker, Professor Sir Douglas Cop- 

nd, of the Australian Administrative 
Staff College. 

Mr. Gole in his introduction paid a tri- 
bute to the fine service Sir Douglas Cop- 
land had given to Australia both here and 
in various capacities as the country’s 
representative abroad. He said that Si 
Douglas was not only a great Australian, 
he had helped to make Australia great. 

Sir Douglas Copland in his address de- 
scribed the functions of the Australian 
Administrative Staff College and com- 
— it with similar institutions estab 
ished overseas. He said: “The College is 
designed to provide advanced training for 
senior executives from all sections of pri- 
vate enterprise; from government depart 
ments and semi-government authorities, 
and, it is hoped, from trade unions, The 
course will extend over thirteen weeks and 
will involve continued residence in the 
college. The field of studies will broadly 
cover the problems of:— 

1. Accounting and financial control; 

2. Personnel administration and ® 

dustrial relations; 

8. Relations of public and private @ 

terprise and public administration; 

4. Productivity and factory or 

tion. 

These problems will be studied and dis- 
cussed in four ups or syndicates of 
ten members each, under the direction of 
a syndicate leader. Each of these synd- 
cates will contain a balanced representa 
tion of administrative activities in the 
fields of both public and private enter 
prise.” 

After Sir Douglas had finished his ad 
dress he invited members of the audience 
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to ask questions and this “question and Tinney representing the Ballarat Law 
answer” period proved quite a highlight Association. Mr. Tinney spoke of the re- 
of the meeting, spect in which the Society was held by 
_ a yoctnorien, —_, expressed = 
; : ope that the Society’s efforts to imple- 
= se — f th ment negowation f yee ae. 
speaker e March meeting 0 e toria would soon result in the s adop- 
nett Dewy omg Ar vd he Pt ne tion by the Victorian pubenaiianad. 4 
J right, B.Com., A.A.S.A., F.C.A.A., * 
wh spoke on the subject of “Statistical ° In responding to the toast, Mr. V. L. Gole, 
ony eye he tee State president, made some interesting 
Sampling for Auditors.” . comments on “Responsibility Accounting”. 
In his address, Mr. Wright expanded his Mr. Gole pointed out that responsibility 
review article which appeared in the accounting had an external focus both in 
February issue of this journal. He showed relation to the law and social conscience, 
how, as a result of the rapidly increasin, whilst the internal emphasis is in state- 
volume of business transactions, statistica ments to management from various areas 
techniques can,be successfully applied to of responsibility. These statements are 
this field. : ’ valuable measuring rods of results and 
__ This is a subject which to date, has barely §_ should be framed in the right kind of lan- 
been touched on in Australia, ahd the dis- guage to ensure that the functional exe- 
cussion which followed was lively and con- — — the report clearly under- 
structive. stands their import. 
. " Mr. B. M. West of Geelong branch 
Members’ Luncheon: council responded on behalf of his branch. 
“The Role of the Economic Historian” The toast of the guests was proposed by 
was the subject chosen by Professer W. Mr. J. E. F. Hewitt, A.A.S.A. and was 
Woodruff, M.A., B.Sc., Ph.D., for his ad- responded to by His Worship the Mayor 
‘the March luncheon’ at of Ballarat, Cr. K. C. Webb and Mr. R. W 
dress at the March luncheon meeting. : » VE. Be Ue . = We 
Professor Woodruff is particularly Richards (Principal of the School of Mines 
interested in the history of business enter- and Industries, Ballarat). Mr. Richards 
prise—believing that proper study and drew special attention to the complement- 
: . : ary work of engineers and management 
interpretation of business records can help 
: * : * accountants and stated that he felt that 
the businessman in forecasting, and judg- h. th tial df ~ ed 
ing the consequences of his decisions. when ‘me essential need for increas 
training of engineers comes about a 
oumanensne increase in the aa my - 
commercial accountants wou also 
Divisional Council notes with sincere re- necessary. 
gret the death of the following members:— Messrs. Robert Lemke and W. Kittson 
eo ty i. a Nal Fv es rendered musical items. 
. E. Hunter, R. H. W. Nicoll, R. N. The 1957 chairman of the Ballarat branch 
nam, P, W. Powell, Ww. H. R. Stocks, J. council of the Australia Society of Account- 
Whelan, A. C. Zumstein. ants is Mr. Edward Coulson, A.A.S.A. who 
practises as a public accountant. He was 
Ballarat elected at the meeting held on March 
. ast. 
The fourth annual general meeting of Mr. Robert Brown, A.A.S.A. (secretary 


the Falke ciw® held on February 26 when of Mintex Pty. Ltd.) has been elected vice- 


: Pars chairman of the branch council, and Mr. 
le Wed Be Flop. L. L. Fussell, A.A.S.A. (secretary of Myer 
The retiring an ditor, Mr. J. B "Corbet one Emporium (Ballarat) Pty. Ltd.) has been 
re-elected. ee? appointed to the council to fill the vacancy 

created by the resignation of Mr. F. V. 
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an meeting was followed by a dinner Vawdrey. . 
hai social evening, presided over by the Mr. Vawdrey acted as secretary when the 


of branch council, Mr. W. S $858 : 4 
i * ; initial meetings for the formation of the 
oper, A.A.S.A. The function was held Ballarat branch of the Federal Institute of 


at the “ ” wi 5 
=, ae, Seer ae Accountants were held and later was presi- 
representatives of ama mea Victorian dent of the branch. When the amalgama- 
divisional councils -_ of the Geelon tion of the Federal and Commonwealth 
branch. g Institutes took place he became the foun- 
Mr. H dation chairman of the Ballarat branch 
oo <n] welcomed. the guests and council of the Australian Society of Accoun- 
Gian rief resume of the activities of tants. In accepting his resignation the 
ch during 1956. branch council recorded its sincere appre- 
The toast of “The Australian Society of ciation of the long service given to account- 
Accountants” was proposed by. Mr. F. G. ing in Ballarat. 
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SOUTH AUSTRALIA 


Annual Bowls Match: 


This match was played at the Kensing- 
ton Bowling Club on February 27, 1957, 
when 45 enjoyed a social game with mem- 
bers of the Kensington Gardens bowling 
club under ideal conditions. 


Supper was provided and the State presi- 
dent, Mr. L. A. Braddock, welcomed players 
and thanked the members of the bowling 
club for having made their facilities avail- 
able to the Society, and for having con- 
tributed to the success of the evening. 


News of Members: 


Mr. C. C. Field, A.A.S.A. has been ap- 
pointed accounts officer, general manager’s 
department of the E.S.&A. Bank Limited. 


Mr. R. H. Stephen, A.A.S.A. of the 
E.S.&A. Bank, Melbourne office, has been 
appointed accounts officer, Adelaide office. 


On the evening of February 28 last, 
members had an interesting demonstration 
of the P.M.G. accounting system given by 
Mr. J. Davey of the department’s accounts 
section, who explained the general details 
of the method of departmental accounting. 
He also described some of the machines 
in use for preparing payroll and telephone 
accounts. 


On March 26 a lecture was given on 
aspects of Stage I Accounting and Audit- 
ing by Mr. R. Newman, B. Com. (Melb.), 
in the “Advertiser” lecture room. 


The committee is making a drive to in- 
crease membership, and it would be appre- 
ciated if those new students who are not 
yet members would refer to the State 
registrar’s office, 22 Grenfell Street, Adel- 
aide, where information is available regard- 
ing the Students’ Society. Mr. Ling, 
LA 1602, is hon. treasurer. 


The Students’ Society’s function is to 
help in the advancement of members’ 
studies, and to develop social activities. 


QUEENSLAND 


Monthly Lectures: 


The educational committee of the divi- 
sional council has arranged a comprehens- 
ive programme of lectures for this year. 
They are to be held on the second Thurs- 
day of each month at 7.30 p.m. in the 
Oddfellows Hall, 27 Charlotte Street, 
Brisbane. 

The first lecture on February 14, 1957, 
was an address entitled “How the Account- 
ant can help Management” and was de- 
livered by Mr. W. Scott, F.A.S.A., 


202 


A.C.LS., secretary of the Queenslan 
Cement and Lime Co. Ltd. Mr. Scott spoke 
from practical experience and, with the dis. 
cussion period which followed, member; 
found the evening an interesting and jp. 
structive one. 


Printed Lectures: 


Country and metropolitan members Who 
cannot attend the lectures are reminded 
that they may obtain printed copies of 
these, commencing with the lecture held op 
February 14, by subscribing ten shillings 
per annum towards the cost. “Application 
should be made to the State registrar. 
Students’ Society: : 

The divigional council has decided to 
form a students’ society during this year, 
The main purpose of the society is to assist 
students in their preparation for the exam- 
inations, to promote social relations be 
tween the students and to bring them it 
touch with the activities of the Society 
prior to their admission to membership on 
completion of their examinations. 


The first meeting was held on March 12, 
in the Oddfellows Hall, Charlotte Street, 
Brisbane. A _ satisfactory attendance of 
students was addressed by the chairman 
Mr. R. Smalley, and by the State registrar 
on the Society’s policy as it affects students. 
Messrs. R. B. Loxton, F.A.S.A. and M. D. 
Robertson, B.A., gave addresses on “A 
Guide to the Approach to the Problem of 
Study”. The discussion which followed 
proved of interest and assistance to the 
students. 

Mr. G. Robbins, F.A.S.A., a divisional 
councillor and a member of the newly- 
formed Students’ Society Committee pm 
posed a vote of thanks to the speakers. 


Townsville: 


This branch has lost a valued member 
by the transfer to Brisbane of Mr. E. W. 
Wass, A.A.S.A. He served for many years 
on the branch council of the Common 
Institute and later with the Society, and 
was branch chairman for periods with both 
the Institute and the Society. 

Prior to his departure from Townsville 
members attended a small function in his 
honour and joined in the presentation 0 
a gift to mark their appreciation of 
work for the branch. 


Toowoomba: 


The Toowoomba branch has also been 
deprived of the services of Mr. R. E. Ross, 
F.A.S.A., who has‘ transferred to Brisbane. 
Mr. Ross was largely instrumental in 
formation of the Toowoomba branch and 
had been chairman of the Council since the 
branch’s formation in 1954. 
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PROFESSIONAL NOTICES 


Rate per line 5/-; minimum per insertion 15/-. 


ACCOUNTANCY PRACTICE, W.A.—A 
full or part time practice anywhere in W.A. 
js sought by public accountants. Reply 

c/- Australian Society of Ac- 
countants, 260 St. George’s Terrace, Perth. 


ACCOUNTANCY. ADVANCED INTER- 
MEDIATE CLERK required by country 
chartered accountants (Aust.). Salary 
above award according to ability and in- 
dustriousness. Congenial office conditions 
and ample scope for experience. Past ex- 
perience in professional office desirable but 
nt essential. Apply in writing to H. R. 
= * Small, Box 651, P.O., Grenfell, 
NSW. 


ACCOUNTANCY — ADVANCED 
JUNIOR CLERK required by country 

accountants (Aust.). Salary 
above award according to ability and in- 
dustriousness. Congenial office conditions 
and ample scope for experience. Past ex- 
perience in professional office desirable but 
nt essential. Apply in writing to H. R. 
Small, Box 51, P.O., Grenfell, 


SHORTHAND TYPISTE — Senior, re- 
ired by country chartered accountants 


quired by 
(Aust.). Salary above award according to 


ability and industriousness. Ability to 
a. and control necessary, and know- 

of routine book-keeping desirable. 
leasant 


Congenial office conditions and 
Small, 


suroundings. Apply H. R. Train 
Box 51, P.O, Grenfell, N.S.W. 


ACCOUNTANT — QUALIFIED OR 
NEAR QUALIFIED, taxation experience 
preferable, required by northern rivers 
(N.S.W.) firm of accountants to manage 
branch office. Salary £20 per week plus 
share of profits if applicant proves suitable. 
Apply to Box No. 444, Australian Society 
< Accountants, 37 Queen Street, Mel- 
urne, 


ACCOUNTANCY PRACTICE — estab- 
ed 1944, for sale. Gross fees £4,000. 
~ am to 32 Clinton Street, Orange, 


_ ACCOUNTANT — Chartered accountant 
in north coast N.S.W. town requires ac- 
countant or intermediate clerk with ex- 
perience. Excellent prospects in small office 
for suitable applicant. Replies to No. 238, 
C/- Australian Society of Accountants, 5 
Bligh Street, Sydney. 


SENIOR CLERK—MALE OR FEMALE 
with good knowledge of accountancy and 
preferably with taxation experience re- 
quired for chartered accountant’s office in 
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mid-north coast (N.S.W.) town. Replies to 
No. 239, C/- Australian Society of Ac- 
_countants, 5 Bligh Street, Sydney. 


COST ACCOUNTANT—Applications are 
invited from members of a recognised ac- 
countancy institute for the position of cost 
accountant to a large manufacturing com- 
pany having its head office and works in 
Sydney. Extensive practical experience in 
budgetary control procedures and all as- 
pects of costing, especially standard cost- 
ing is essential. Applicants must have the 
ability to control staff and co-ordinate the 
costing activities of the company. An at- 
tractive commencing salary and excellent 
future prospects are available to the suc- 
cessful applicant. Apply in writing to No. 
240, C/- Australian Society of Accountants, 
5 Bligh Street, Sydney, N.S.W. 


FOR SALE OR RENTAL — New desk 
electric book-keeping machine, National 17 
E.N. model. Phone BX 5402 (Melbourne). 


OFFER—An experienced member estab- 
lishing a small practice in Sydney will pur- 
chase a group of clients to £1,000 cash or 
will give casual assistance up to 300 hours 
a year under terms of a protective princi- 
pal and agent agreement or will consider 
any reasonable proposition. Please send 
replies to No. 237, C/- Australian Society 
of Accountants, 5 Bligh Street, Sydney. 


PARTNERSHIP SOUGHT — Qualified 
accountant desires admittance as partner 
or a position offering prospects of partner- 
ship. Enquiries to No. 235, C/- Australian 
Society of Accountants, 5 Bligh Street, 
Sydney, N.S.W. 


PRACTICE FOR SALE — Coastal town 
within 70 miles of Sydney. Fees in excess 
of £2,000. Newly established and will ex- 
pand considerably. No other resident ac- 
countant. Flat available. Replies to No. 
236, C/- Australian Society of Accountants, 
5 Bligh Street, Sydney. 


PUBLIC ACCOUNTANT, B.Ec., 
A.A.S.A., requires senior position with view 
to partnership. Capital available. Extensive 
commercial accounting and auditing ex- 
perience. Please reply to No. 241, C/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 

TAXATION—A leading institution has 
vacancy for officer (male under 28 years of 
age, or female). Experience in taxation 
work, particularly personal returns, an ad- 
vantage. Good salary and prospects. Five- 
day week. Telephone MU 7481 (Melbourne) 
Mr. Sinclair. 

(Continued on next page) 
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PUBLIC ACCOUNTANT, A.A.S.A., has 


spare time available to assist other prac- 
titioners. Replies to Box 443, Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


REAL OPPORTUNITY for ambitious 
young man, qualified, or near qualified, 
with firm of chartered accountants, exten- 
sive practice Riverina. Liberal salary with 
bonus together with undertaking to admit 
to partnership after probationary period— 
Unlimited scope for right man with ability, 
personality and good background—App 
first instance to Box 445, €/- rine te 
Society of Accountants, 37 Queen Street, 
Melbourne, C.1. 


YOUNG ACCOUNTANT with experience 
in auditing and taxation commencing prac- 
tice has time available to assist other ac- 
countants. Reply No. 138, C/- Australian 
Society of Accountants, Empire House, 
Wharf Street, Brisbane, Queensland. 


CAN YOU COPE with the next income 
tax rush? Public accountant prepared to 
purchase section or whole of practice, City 
preferred. Must be established clientele. 
F.A.S.A., C/- Australian Society of Ac- 
countants, 37 Queen Street, Melbourne. 


SITUATION WANTED—NEWCASTLE 
DISTRICT. Qualified accountant 
(A.A.S.A.) and a public account- 
ant with 20 years’ eens covering 
both commerce and public practice seeks 
position, or partnership in public prac- 
tice. Highest references. Apply No. 242 
c/- Australian Society of Accountants, 8 
Bligh Street, Sydney. 


PARTNERSHIP OPPORTUNITY 
SOUGHT. Member with both commercial 
and professional experience seeks position 
in established practice in Sydney, view 
partnership after mutually arranged pro- 
bationary period. Position with retiring 
sole practitioner will be considered. Reply 
in strict confidence to No. 248, c/- Aus- 
tralian Society of Accountants, 5 Bligh 
Street, Sydney. 


A QUALIFIED SENIOR ACCOUNTANT 
with executive capacity’ required for 
country firm with extensive practice. 
Partnership prospects offered after satis- 
factory probationary period. Modern, self- 
centained flat is available with this position. 
Apply in writing to James F. J. Auswild 
& Co., Chartered Accountants (Aust.), 
Temora. 


SENIOR CLERK for small well-estab- 
lished Sydney practice. Excellent pros- 
pects for young qualified man with 
executive ability. Must be thoroughly 
trained in auditing. Duties include taxa- 
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Order Binders Now 


G/NCE October 1956, when gold-blocked 
binders to hold twelve copies of “Th 
Australian Accountant” were made avail. 
able to members, a steady demand fo 
them has been maintained. In fact, 
for a quantity gold-blocked for the 
volume our binder stocks are exhausted, 
Orders have been placed for furthe 
supplies and readers who have been await 
ing delivery of their binders, may 
to receive them without further 
Members requiring binders for the 
volume should e application now tp 
obtain immediate delivery. 
Owing to increased material costs the 
price of binders will be 27/6 for all future 
orders. ' 





tion and general accounting. Reply in 
confidence giving full details to “Account. 
ant,” Box 1433, G.P.O., Sydney, N.S.W. 


ASSOCIATE wishes to join practitioner 
as employee with genuine nroonems of 
partnership and/or purchase. Please reply 
‘Public Accountant,” Box 5042, G.P.0, 
Sydney, N.S.W. 


BURSAR/ACCOUNTANT (Female), 
Ruyton Girls’ Grammar School, Selbourne 
Road, Kew, Victoria. Duties: Responsible 
to Principal for organisation and carrying 
out office function. Location: Adjacent to 
Cotham Road, Glenferrie Road, trams. 
Attractive salary, holidays. Application 
in writing to the Princip 


Tasmanian Divisional Council 
Change of Address: Readers of “The 
Australian Accountant” are informed that 
the address of the northern branch of the 
Tasmanian Divisional Council has been 
changed to 63 Paterson Street, Launces- 
ton. The branch’s address was form 
60 John Street, Launceston. 





NIGHT CLASSES 
AT TAYLOR'S 


ACCOUNTANCY 
Preliminary, Stages I, II, Ill 


George Taylor & Staff 


306 Little Collins St., Melbourne 
(Entrance In the Causeway) 
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The most comprehensive treatise on 
Completely Modern modern auditing practice and allied sub- 


jects, including internal control, investiga- 


tions, valuations and interpretation of 
financial statements, yet published in 
: Australia. 


By RONALD A. IRISH, F.C.A. (Aust.), Chartered Accountant (Aust.) 
Assisted by 


PL CROSTHWAITE, F.C.A. (Aust.), F. R. FIRTH, F.C.A. (Aust.), 
P. T. GILBERT, F.C.A. (Aust.) 


It is impossible to escape the marked developments in standards and procedures in 
Australia during recent years and for that one reason, if no other, it has become necessary 
to produce a substantially new work to embody a great deal of new material. 

Modern auditing techniques are vastly different from those of 20 years ago. The changes 

in practice are surveyed’ fully and this volume contains an extensive review of such subjects 
as stock verification, the real significance of testing procedures, the evaluation of internal 
control and the use of audit questionnaires and working papers, with suitable examples. 
Other important chapters deal with mechanized accounts, investigations, valuations of shares 
and businesses, and special features in audit programmes for many different undertakings. 
,» Recent legal decisions of importance in auditing, valuations, and accounting principles 
have been brought in and judgments are quoted more fully than previously. It cannot be 
denied that reading them gives a better appreciation of the law on matters affecting the 
profession. Practising public accountants will find them useful and convenient references 
from time to time. 

The objective has been to give an adequate coverage of all those matters which are 
part of or related to professional auditing practice. 

@0 pages 1957 Price £2/5/- (postage 1/3d.) 


THE LAW BOOK CO. OF AUSTRALASIA PTY LTD. 


140 PHILLIP STREET, 425 LITTLE COLLINS 21 ADELAIDE STREET, 
SYDNEY. STREET, BRISBANE. 
BW 8041. ‘ MELBOURNE. 8882. 

MU 7888. 
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“I didn’t realise that such a safe and | 
convenient service could be so economical!” 


So many of our clients have told us this, that we would like to 
have the opportunity of explaining to you the 


MAYNE NICKLESS 


PAYROLL DELIVERY AND BANK 
DEPOSIT SERVICE 


You, and your staff, will welcome the freedom from all risks 

of violence and injury. You will be surprised and pleased at 

the moderate cost, which includes full insurance until wages 
are paid. 


Please ring us for one of our representatives to call at your 
convenience. 


MAYNE NICKLESS 


LIMITED 


"For Every Transport Need” 


80-138 York Street, South Melbourne. 
Telephone: MXY180 (55 lines) 


572 King Street, 62 Blackall Street, 68 Cordellia Street, 

Newtown, Sydney, Broadmeadow, South Brisbane, 

LA 2402 (15 lines). Newcastle, J1201 (3 lines) 
Hamilton 694. ; 


64 Hughes Street, 264 Latrobe Terrace, Morwell and 
Mile End, Adelaide, Geelong. Broken Hill. 
LU 7312 (2 lines). Geelong 4454. 
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one of our jobs is to help 


you save and pay 
| easily 


with r LETTER BOX 


E.S.:A. 


cheque 
acceunts 











Relax — spare yourself . . . make life 
easier using E.S.& A. cheques. In 

less than a minute you can write a 
cheque . . . it’s child’s play to pay by 
mail. A cheque account is a real 
time-saver and a money saver, too. 

It helps you manage things more wisely 
— you know exactly where your money 
goes and the bills you pay... 
because you always have your 
permanent record at the Bank. 

You pay easily and safely with an 
E.S. & A. cheque account. 

For complete information on how to open 
an E.S.& A. cheque account, you are 
invited to call on the Manager of 

your nearest E.S. & A. Branch. 


The English Scottish & Australian Bank Limited 


(Incorporated in England) 
for better service in banking 


Nearly 500 offices 
throughout Australia 
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An attractive binder 
for the Australian Accountant 


Note these four outstanding 
features: 


1. Space for twelve issues. 


2. Pages remain perfectly flat 
when open. 


. Removable steel rods permit 


easy insertion and removal 
of each issue. 


- Hard cover, finished in ba F rue 


\ 


durable black cloth, with Coa | : 
distinctive gold lettering. pee : \\x, i 


Price 27'6 post-free in Australia 
(when ordering, please specify year required) 


Accountants Publishing Co. Ltd. 


37 Queen Street, Melbourne Fen 
Telephone: MU 9351 
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